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How Far Should Government 
Control Business 


COMPETITION REQUIRES A REFEREE 
By TTHURMAN W. ARNOLD, Assistant Attorney General of the United States 
Delivered at meeting of the Economic Club of New York, Hotel Astor, February 2, 1939 


HE antitrust laws represent one of our oldest economic 

traditions. They represent the ideal of a society which 

produces and distributes through free independent 
competitive enterprise. They also represent a recognition 
of the fact that the maintenance of competitive conditions 
is impossible unless firm action is taken against the tendency 
of private groups to restrain competition in their own in- 
terest. I know of no important political group which desires 
to abandon this ideal. Indeed such is its strength that any 
economic adjustment must be made in conformity to this 
principle. 

The reason for the present interest in the antitrust laws Is 
the fact that our system of distribution of goods has not 
caught up to our productive capacity. This may be illustrated 
In many ways. 

Look at it in terms of production. It is undisputed that 
we might have produced in the past ten years much more 
voods and services than we did produce. The conservative 
Brookings Institute estimates the economic loss due to our 
failure to use our productive plant to capacity amounted 
during a ten year period to the colossal sum of 248 billion 
dollars. This amounts to $8,000 a family—more than 90 
per cent of our families could save in a lifetime. This is a 
dangerous kind of waste because it presents to those in need 
the spectacle of goods withheld from them for no under- 
standable reason. 

Look at it in terms of distribution. Most of our advertised 
price levels are based on the assumption that the ordinary 
family gets somewhere between $2,500 and $5,000 a year. 
\ctually only 13 per cent are above the $2,500 family income 
level. This is less than the population of the state of New 
York. We cannot produce goods for a country the size of 
America and base the distribution of them on the population 
of a single state. 

Look at it in terms of a national or per capita income. In 
the year 1938 we descended to the income level of nearly 20 
years ago in spite of our vastly increased productive wealth. 


There are many ways of distributing goods. The anti- 
trust laws, representing as they do the competitive idea, 
approach the problem of the assumption that prices be 
brought within the reach of purchasing power in order to 
enable free and independent enterprise to distribute goods. 

In the long run there is only one other way of distributing 
goods and that is the Army method which controls a reg- 
imented economic society. This method will work, as is 
evidenced by the power of the completely cartelized states 
of Europe. Nevertheless, it is a way which every American 
instinct compels us to repudiate. 

Another way of distributing goods is by government sub- 
sidy. The line between what government should distribute 
and what should be exclusively the function of private enter- 
prise is not a fixed one. A hundred years ago water was 
sold to the poor on the streets of New York. The conception 
of business affected by a public interest gives us room in our 
system for government regulated monopoly where it is neces- 
sary for efficiency. 

In addition to this we have come to recognize the place 
of recovery measures in times of adjustment when competi- 
tive enterprise is stalled. In other words our competitive 
ideal is not a strait-jacket. Nevertheless, it is the platform 
from which we start, and any departure from it needs 
specific justification in the light of necessities of particular 
situations. 

Competition itself is a kind of a game which requires a 
referee. Without a referee it is a contest in which the men 
who form gangs will win. There is no automatic method 
which will operate to prevent the building up of tight com- 
binations to control price structures and protect existing 
groups from being hurt by their competitors. 

This is illustrated in Germany. Since the war a weak 
government permitted the whole German production and 
distributing system to be organized from top to bottom by 
trade associations and cartels. Sporadic attempts prior to 
1930 to allow new and independent enterprise a chance were 
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stifled. Industrial Germany became so self-regimented that 
there was a place for everyone and everyone had to keep his 
place. The cartel system led only to higher prices. Here was 
regimentation without leadership and arbitrary power with- 
out control. Germany became organized to such an extent 
that a Fuehrer was inevitable; had it not been Hitler it 
would have been someone else. 

I do not predict that we will go the way of Germany. 
Nevertheless, there are tendencies in our economy which 
need correction. ‘Today in America, after half a century of 
vacillating policies in enforcing the antitrust laws, there are 
no communities large or small and no industries where 
groups have not been formed to protect vested interests 
against competition. 

The depression, creating as it did the necessity for stricken 
industries to group themselves together in self-protection, 
has emphasized this tendency. We are faced with a choice of 
either enforcing the antitrust laws or drifting in the direction 
of the self-regimentation of business. 

If we want a competitive system we must take measures to 
maintain it. We must apply our ideal to concrete situations. 

‘There are two separate problems in the application of the 
antitrust laws. The first concerns situations which can be 
solved by preventive measures alone. This problem relates 
to industries where a minimum of concerted action is neces- 
sary in order to produce or distribute goods. The second type 
ot problem is one for which prevention by itself is not the 
sole solution. This involves the industrial activities where 
concerted action is necessary for efficiency. 

The problem of prevention can be reached by an increase 
in personnel devoted to enforcement of the Sherman Act. 
In the past we have had no organization adequate for this 
task. Consider the famous trust-busting campaign of Theo- 
dore Roosevelt. The reason for its lack of results was that 
the entire personnel of the Antitrust Division during that 
crusade consisted of but five lawyers and four stenographers. 
In 1914-1923, during the time a system of mass production 
and vast corporate enterprise came of age, the average num- 
ber of attorneys was only 18. Today it has been increased 
to 97, yet this small group must enforce 30 other major 
acts of Congress. We cannot police America with such a 
corporal’s guard. As a basis for comparison look at the 
Securities and Exchange Commission with a personnel of 
over 1200; the Maritime Commission with over 1200 men; 
and the new Civil Aeronautics Authority with over 3200. 
Reduce these agencies to 45 or 50 men and you would 
have the same kind of a problem which confronts antitrust 
enforcement. 

The second type of problem, dealing with cases where 
some sort of combination or concerted action by businessmen 
was necessary because of particular situations, requires a 
constructive solution in addition to enforcement measures. 
It is the lack of understanding of the constructive use of 
the antitrust laws which has led to the impression today that 
the Sherman Act was passed to commemorate Sherman’s 
march to the sea. 

It is most important, if we are to have any widespread 
and effective enforcement of the antitrust laws that it be 
understood that they are not a mere destructive agency, 
that they need not be used to destroy efficiency or create 
serious economic dislocation. 

The preventive enforcement of the antitrust laws lies in 
criminal enforcement. For this purpose the civil injunction 
is little more than a form of unemployment relief, since it 
carries no penalties. It is in the constructive application of 
the antitrust laws to situations where some sort of combina- 
tion or concerted action is necessary that the constant use 
of the civil procedure is most important. 

The concurrent use of civil and criminal procedure is not 





found in connection with ordinary criminal laws. However, 
antitrust offences are not ordinary criminal offences. Busi- 
ness is not carried on by the criminal classes. Often anti- 
trust offences involve no moral turpitude. Sometimes they 
are protective measures taken in order to survive against the 
aggressive tactics of others. Where one business turns buc- 
caneer others must follow. In the absence of a referee a 
powerful gang will always win against an individual who 
does not form his own gang. 

It is important, therefore, to recognize that antitrust 
enforcement is not a moral problem. It is the problem of 
continuous direction of economic traffic. It requires an 
adequate organization to penalize those who are reckless or 
in too much of a hurry. It is an economic problem requiring 
that rigid prohibition be tempered by a rule of reason. This 
requires the exercise of judgment, first by the prosecutor, and 
then by the court. If we insist on rigid standards and defini- 
tions we will destroy the law itself. 

Most important in the constructive enforcement of the 
Sherman Act is the application of the Rule of Reason with 
respect to combination in restraint of trade. This rule of 
reason envisages three situations in which a rigid application 
of competitive standards is not possible. 

The economic necessities of a machine age require that 
we recognize three principles in the application of the law. 
‘These principles may be stated as follows: 

1. Combinations which actually contribute to the 
efficiency of mass production should not be destroyed. 


2. Concerted action on the part of groups of compet- 
itors in order to insure orderly marketing conditions 
should not be considered unreasonable. 


3. The third situation to which the rule of reason 
must be applied has been created by our lack of enforce- 
ment in the past. A short phrase to describe it would 
be to call it the problem of unscrambling the eggs. 
Where competition has been destroyed mere imposition 
of penalties does not re-create it. Economic dislocation 
in great industries must be avoided. 


These principles have no meaning except when applied 
to concrete situations. 

A constructive application of the antitrust laws requires 
informing businessmen what they may do in their own indus- 
tries where these principles are involved. Penalties look to 
the past. They must be supplemented by a guide for the 
future. 

An important part of our task is to facilitate compliance 
with the law by helping conscientious businessmen to under- 
stand them. Forty years of sporadic enforcement of the 
antitrust laws has left us without precedents in most con- 
crete business situations. 

This clarification can only come by the case by case 
method. In the abstract, the antitrust laws can only repre- 
sent a competitive ideal. The case by case method is our 
traditional method. It is the way our common law has 
grown up. It is the only method by which clarification of the 
antitrust laws can be achieved. 

It is for the purpose of informing businessmen its prosecu- 
tion policy that the Department through its action in partic- 
ular cases decided on May 18 last year to issue statements 
explaining each important action in the enforcement of the 
antitrust laws. These statements are intended cumulatively 
to form a consistent antitrust policy through the development 
of a body of explicit departmental precedent. 

Only in this way can the antitrust laws ever be clarified. 
General definitions are not possible in this field. Clarification 
will only come after enforcement and not before, for the 
very simple reason that these precedents must be spelled 
out with respect to the facts in each particular industry. 
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The antitrust laws are not always adequate because of the 
peculiar circumstances in particular industries. It is there- 
fore necessary to provide a method in which the attention of 
Congress may be directed to such particular industrial condi- 
tions. The case by case method reveals glaring contradictions 
in the application of laws to a given industrial situation. 
These contradictions need to be ironed out industry by indus- 
try. This approach to the problem enables us to escape fruit- 
less battles over general principles and to take up concrete 
facts. 

The Antitrust Division has no right to direct business as 
to what practices it must adopt. There is, however, a press- 
ing need of precedents to inform particular industries as to 
what practices they may do. The use of the consent decree 
for this purpose may be illustrated as follows: Suppose that 
the Antitrust Division brings a proceeding to prevent cer- 
tain existing practices which are contrary to law. If the 
situation is one in which pure competition is a sufficient 
solution the mere imposition of penalties will solve the prob- 
lem. If, however, the problem is complicated by the necessity 
of some sort of combination or concerted action, businessmen 
are compelled by necessity to substitute new practices to fill 
the vacuum created by the abandonment of the old. It is 
absurd to withhold this information from businessmen as to 
whether the substituted practices will be approved. In such 
a case the Department will submit to the Court any plan 
voluntarily offered by defendants in an antitrust proceeding 
which furthers efficiency or orderly marketing conditions, or 


which may be necessary to avoid extreme economic disloca- 
tion, to obtain a decision on its legality. It will not suggest 
such a plan. It will not give advisory opinions to business. 
Consent decrees are only a means of terminating a litigated 
proceeding in an economic way. As such they may form 
precedents persuasive in similar cases. This much of a guide 
to business is an essential to any enforcement program. 

We have developed our present economy under the tradi- 
tions of the common law which has enabled us to solve each 
problem as they arose. We have avoided sweeping changes 
in this way. Today each industry presents a different prob- 
lem and the American way of meeting this situation is not 
to treat dissimilar problems by the application of a rigid 
formula. The antitrust laws are an admirable method of ap- 
plying this traditional technique case by case. The rule of 
reason permits adjustment and compromise without commit- 
ment in maintaining competition without sacrifice of ef- 
ficiency or without commitment to drastic changes so broad 
that they cover industries where more complete competition 
will do the job. The Sherman Act is America’s contribution 
to economic legislation. It can never be reduced to a rule- 
of-thumb. It can be clarified only by application to particular 
industries. It requires a referee with power to exercise judg- 
ment. Wise business leadership should be willing to accept 
an independent judiciary as such a referee to preserve com- 
petition rather than to drift into combinations which in the 
long run can only end in positive government control of a 
regimented industrial economy. 


How Far Should Government 
Control Business 


NO CONSTITUTIONAL POWER TO CONTROL 
By MILLARD E. TYDINGS, United States Senator from Maryland 
Delivered at meeting of the Economic Club of New York, Hotel Astor, February 2, 1939 


ADIES AND GENTLEMEN: In addressing my- 
self to your question, to-wit, “How Far Should 
Government Control Business?” it is important, as 

they say in medical parlance, that I first isolate the word 
“control”, analyze it carefully, and present a point of view 
based upon the varying definitions of that word, in order to 
avoid misunderstanding. 

What does the word “control” mean? The dictionary 
gives it many shaded meanings, for it says “to control” means 
“to exercise restraining or directing influences over: to domi- 
inate; regulate; hence, to hold from action; to curb, subject, 
overpower.” 

Insofar as the word “control” means to dominate, to hold 
from action, to subject or overpower business, my answer 
to your question can be definite and immediate. 

Government has no constitutional power, as I see it, to 
do these things to business; and again, even if it had the 
power, it would be unwise to do them as a matter of national 
policy. 

If our form of government has the power to control to 
the extent of dominating, witholding from action, subject- 
ing or overpowering the everyday business of the nation, 
then, in sum, we have a charter of State Socialism unlimited, 
and not a charter of human liberty and of free enterprise 
or a government of limited powers. 

Let us examine for a moment the genesis of the govern- 
ment of the United States of America. Ours was conceived 
as a government which would be the very antithesis of 





dominating, holding from action, subjecting or overpowering 
either the individual in his person or the individual in his 
effects, which means nothing more nor less than the in- 
dividual’s business. 

This nation was conceived to dignify and exalt individual 
man. It came into being because one hundred and fifty 
years ago there was no political equality among men. It was 
created to cure that condition. 

The rulers for the most part then existing, on thrones 
and in parliaments, held office by divine right. Political 
democracy did not exist. Men in the mass were inarticulate. 
They were the servants of their rulers and hence of the state 
and were so treated. It was a government of men and not 
of laws. Man at that time occupied a position above that 
or domestic animals, yet below that of those who ruled him. 

With the termination of the Revolutionary War, the old 
longing of mankind for a new concept of his status came 
into being with the formulation of our national American 
government. The motivating purpose of that concept was to 
make the individual supreme, to give him a government of 
laws and not of men, to give him a government in which 
he was the master and not the servant of the government. 

Man in the mass thus reached a new station along the 
highway of his destiny. He stood forth free. He was in 
reality his own government. He was the creature alone of 
Almighty God. He was the vassal of no other man, 

Government, he said, in the constitution which created it, 
could do nothing which interfered with the security of his 
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person, with the security of his home, with the security of his 
family, or with the security of his effects—that is, of his 
business. 

Lest there should be any mistake about this new state of 
man, the first ten amendments of the Constitution, man’s 
bill of rights, were immediately adopted to expressly put 
this matter beyond the realm of speculation. 

The government was to be one of limited powers, but in 
order that there be no mistake about that, the Constitution 
provided that “the powers not delegated to the United 
States by the Constitution, nor prohibited by it to the states, 
re reserved to the states respectively or to the people.” 

That still is the Constitution of the United States of 
America in 1939. These things have not been changed by 
the people who have lived under this form of government 
for 150 years. ‘There is no provision in this Constitution, 
express or implied, which rightfully allows the Federal 
government to dominate, hold from action, to subject, 
or overpower the business of the nation. And where at- 
tempts are made to exercise such powers, whether the courts 
uphold or reject these attempts, they are clearly at vari- 
ance with the expressed purpose of our national charter to 
exalt the individual, and therefore prohibited by the charter 
of our government itself. 

However, within the last few decades because transporta- 
tion, communication and information have all traveled with 
lightning-like speed; because society, once scattered in this 
nation into sections, has been brought into a composite state; 
because transactions which once were purely local are now 
national in many cases, we are told we must re-examine the 
acient foundations to see whether or not they are suitable 
to modern conditions and events. 

This metamorphosis having taken place, there are those 
who say that government has not kept abreast of this march 
of progress, that the time has now come to scrap the old 
philosophy and end 150 years of American tradition, of the 
American system, of the American way, by having govern- 
ment control the various ramifications of our business life. 

These people contend that the old tenets of individual 
exaltation and free enterprise, if you please, are outmoded, 
archaic and valueless, and, ergo, that if government only 
will exercise control and domination over business, there will 
be more prosperity, more of The Abundant Life and more 
happiness for us all. 

These are the men who, without any amendment of the 
Constitution whatever, seek to change its philosophy by in- 
direction. They unhesitatingly, by precept and proposed 
legislation, attempt to have the Constitution embrace this 
right of government to dominate, subject and overpower the 
business of the nation. They do not take the trouble to 
amend the Constitution. If the courts say they cannot do 
what they propose, they attack the courts. In effect, they 
use every artifice of amending the Constitution except the 
way provided in it for an amendment to it. 

They are, in truth, dissatisfied with the American system 
and with the American way. Their concept is that this is 
not a government of limited powers, but rather that there 
is no limit on the national government’s power whatsoever. 

In pursuit of this philosophy, they attempt to tell the 
farmer what he can plant and what he cannot plant; to 
tell the businessman whom he can hire and whom he cannot 
hire; what he can sell and what he cannot sell; when he 
can dig coal and when he cannot dig coal, and what price 
he shall charge for the products of his labor. These are 
not the measures of democracy. 

These men, in effect, always claim they are doing this to 
save the American system and the American form of govern- 
ment—when, as I see it, really stripped of the camouflage, 
they are the vanguard of State Socialism on the Russian 


model, or else are the vanguard of State Socialism by the 
more gradual processes now in force in Germany and Italy. 

They are neither Republicans nor Democrats. They do 
not wear the clothing of democracy, and their correct uniform 
should be either red, brown, or black shirts, if they were 
truly ingenuous. 

They preach democracy and free enterprise, while they set 
in force the machinery to destroy it, stating it is necessary to 
partly destroy it in order to save the remainder. 

In one breath they abuse the governments of Russia or 
Germany or Italy, heaping their dislike upon these govern- 
mental systems of business control, and in the next breath 
they advocate the measures which will imitate them. 

They are the enemies of the American system, of the 
American way, the saboteurs of American tradition, the 
termites of American democracy—in action, they are the 
real disciples of the Hitler, Stalin and Mussolini form of 
government. 

In their advocacy of economic policies, they embrace the 
identical systems which they in generalities frequently con- 
demn. They proclaim that the American system of gov- 
ernment under which we live, and which has brought us to 
the highest standards of living in all history, is a great fail- 
ure, and must be discarded for systems that have proved 
over and over again to be a sure means of ruin. 

They are the disciples of the new day that is dawning— 
or, as I see it, the new night that is falling—that is as old 
as Augustus in Rome, Louis XIV in France, and the NRA 
and AAA of the recent past. 

They profess to believe in democracy, while pursuing none 
of its philosophy. The privileges of democracy they seem 
not to value; and what they would attack, were their admin- 
istrative orders and decrees to emanate from another source, 
they can see no evils in if they emanate from themselves. 

In short, “I have little fear,” saw they, “in driving my car 
100 miles an hour, if I am driving, but I would not want 
to ride in a car going that fast if anyone else were driving.” 

They are not concerned about the effect upon the car 
or of its direction, or the accidents and dangers along the 
roadway. Whether or not they take the ride is determined 
solely by “who shall drive?” rather than by the wisdom of 
the ride. They proclaim any change as progress. 

These are the men who would dominate, withhold from 
action and overpower what we might call the everyday busi- 
ness, the free enterprise, of the nation. Control with them 
does not mean to regulate, as we used to use that word, but 
means to dominate. This was exhibited beyond argument 
by the operation of the NRA in the field of business and 
the AAA in the field of agriculture, as well as in other 
measures. Regulate is a poor synonym for control in their 
private dictionary. 

But you are talking generalities, you say. My reply is No, 
1 am not talking generalities to even a small extent as com- 
pared to those who talk in support of the public control of 
private business. 

But to meet your charge of generalities, let me present 
a few facts taken from history. Millions of people in Amer- 
ica think that the NRA was new, that nothing like it had 
ever been tried before by any nation, that it was a great 
forward step in human experience. How sad! It would be 
possible to dig up dozens of NRAs out of the pages of 
history and parade them and their consequences before you 
in proof of the general statements I have made. May | 
use just one example from history to illustrate my point: 

Let us go back 200 years to the time of Louis XIV, in 
France. Let us take down from the archives the four big 
dusty volumes and there on the twenty-two hundred pages— 
think of it—read the regulations promulgated by the King, 
stating the conditions under which the textile industry could 
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manufacture its products and how the employees therein 
must conform to the King’s decrees. 

For example, it was provided that textile fabrics made 
in the City of Dijon were to be put in reeds 134 ells wide, 
the warp to contain 1408 threads. Now, in Samur, textiles 
were to have 1376 threads, while in Chatillon, none were 
permitted to be manufactured save those that had 1216 
threads. 

Of course you know that these regulations for textile man- 
ufactures—in 1934 called “codes’”—were written by the 
then existing manufacturers themselves, under supervision 
of the King, just as they were frequently written in the days 
of the Blue Eagle. They were written 200 years ago by 
those who, having their machinery already set up, found the 
might of the King’s regulations a handy device with which 
to forestall the competition of enterprising innovators and 
competitors. The government threw the entire weight of 
its authority behind the established interests and in cases 
made death the penalty for the violation of these regulations. 

The system had many years of trial. The government 
spared no effort to enforce the regulations to the letter. The 
more the regulations were violated, the more new regula- 
tions were multiplied. Thousands of law suits were docketed. 
An orgy of smuggling and bootlegging prevailed in the out- 
lawed products, which, in spite of the King’s regulations, 
had a very wide popular support in France. 

As these violations occurred, the government did not stop 
to temporize. It clearly said on every occasion and in every 
court that it meant business and that these regulations would 
be enforced to the limit. 

Of course, all students of history know that these drastic 
measures of economic regulation cost the lives of some 16,000 
French people, partly through executions, partly through 
armed affrays. Think of it! And, this 16,000 figure does 
not reckon at all the certainly much larger number of French- 
men who were convicted and sent to the galleys or punished 
in other ways. 

It is recorded that on a single occasion in the City of 
Valence, 77 were sentenced to be hanged, 58 were to be 
broken on the wheel, 631 were sent to the galleys and none 
were pardoned. And, the crime they had committed was that 
they preferred to make textiles, not as the government 
wanted them made, but as the workers and inventors them- 
selves wanted to produce them for public consumption. 
However, none of these punishments stopped the violation 
of the law. The greater the number punished, the greater 
the number of new violators. But in spite of this failure in 
France 200 years ago, it was sure to work in the U.S.A. 
in 1934, we were told. 

It is curious that even in a country like ours, where the 
overwhelming majority of the people are against State Social- 
ism and where the socialists have never been able to poll 
a very large vote, that many groups support more or less 
actively, or regard with indifference, measures similar to the 
NRA and the AAA, which added one by one, arrive at the 
goal of State Socialism. 

In other words, people are opposed to State Socialism 
as a whole but accept with complaisance the rapidly multi- 
plying steps which lead directly to it. 

Thus we have in America people who favor government 
ownership of power companies but who are opposed to gov- 
ernment ownership of farms or government domination of 
business generally. Without forming a clear-cut idea of the 
functions of government, they stand both in the camp favor- 
ing government operation and in the camp opposed to it, at 
one and the same time. They tell you they are not socialists 
and that they do not like the German, Russian, or Italian 
system, but they have no objection to arriving at that goal 
by inference, if it is gradual. They are like members of 





Congress who used to proclaim their faith in national pro- 
hibition on the floor, and satisfy their appetites for John 
Barleycorn off the floor, during the prohibition era. 

Free enterprise on the one hand and State Socialism on the 
other will not long survive together in the same country. 
One is sure to perish. We must make our choice. To put it 
differently: We must choose between voluntary cooperation 
on the one hand and compulsory operation on the other. 

Still another way of looking at it: Do we want a highly 
organized body of office holders attempting to run the private 
business of the nation, or men who have spent their lives 
running the businesses of the nation continuing to do it, under 
the condition where government only makes the rules, and 
leaves business to its own resources. 

May I lift a paragraph I once read from the essays of 
Herbert Spencer, which might be appropos here? He said: 
“There is nothing more dangerous than hampering the 
power of the human intellect, nothing more dangerous than 
any legislation that puts a limit to the daring on the en- 
terprise of men. In the ancient days the sailors dared not 
go out of sight of land. The wanderings of their ships fol- 
lowing the coast line.” The daring of Columbus, however, 
gave humans a new heaven on earth. 

Any kind of governmental regulation which keeps our 
business navigators within sight of the shore hurts America 
and every man who works within it. The need is for more 
business Columbuses and less business land sailors. 

All contact of government with business should be pat- 
terned with two general objectives in view; on the one hand, 
to protect the individual against the greed and cunning of 
others, and on the other hand, to prevent interfering with 
the fullest development of human ingenuity and power. 
Between these two gateways lies the only real field for con- 
structive government control, or, as I prefer to say, regula- 
tion of business. 

We must not forget that often government is as vicious 
in its ruthlessness as are the objects against which it directs 
its regulations. Again let me resort to history. Congress 
passed the Undistributed Profits Tax,- under its taxing 
authority. Every informed person in America knows that in 
that case government used its taxing power, not for the 
purpose of raising revenue, for which purpose it was given 
that power, but so it might in effect become a member of 
the board of directors of every corporation in the land and 
thus force each board to adopt policies of management which 
the real directors as a whole did not think it wise to adopt. 

Thus, under the Guise of Taxation, government sought 
not to prevent acts which were wrong in themselves, but 
sought to assume administrative and management rights be- 
longing entirely to those who owned the property. This ac- 
tion was not the action of regulation, it was the action of 
control in its dominating, overpowering synonymous sense. 

Again, let us reflect on human nature in recent events. 
Our government is one of three branches, the Executive, 
Legislative and Judicial. Each is an independent branch, 
beyond the control of the other two. Yet have you not 
seen the Executive branch try to dominate, subject and over- 
power another independent branch, the Supreme Court? 
Have you not seen the Executive branch in recent elections 
try to dominate, subject and overpower state elections where- 
in Senators were to be chosen for the Legislative branch? 

Consider what would be the state of your Government 
if the court fight and the Senatorial purge had been suc- 
cessful. Then you would have had executive control of 
both the Supreme Court and the Congress and three inde- 
pendent branches of the Government would no longer exist. 

Next, consider the attempt to dominate the business of 
the country by the NRA and the farms of the country by 


the AAA, as well as other recent acts. 
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When you are asked, therefore, to fix the degree of control 
that government may have over business, don’t lose sight 
of these lessons from recent history, for they are as indicative 
of trends as was the illustration I presented from the reign 
of Louis XIV. 

One may make a beautiful case for theoretical control but 
in practice, control is at variance with the theory presented to 
obtain it. 

Remember, too, what we mean by business. Business is 
agriculture, mining, electric light, power and gas, manu- 
facturing, construction, transportation, communication, trade, 
finance, services, etc. Only from these sources does govern- 
ment get the revenue upon which it exists. Only from these 
sources do the 50 million normally employed obtain work 
and their daily bread. Business is not only the president 
and vice president of a particular concern, or its board of 
directors. Business is also the thousands of people employed 
in that concern. 

Under this very administration, the U. $. Department of 
Commerce has issued two volumes entitled “National In- 
come in the United States from 1929 to 1936, inclusive”. 
These volumes analyze what proportion of the business in- 
come dollar goes to labor and salaries. An average of 82c 
out of every manufacturing income dollar went to wages 
and salaries. An average of 8lc out of every mining and 
quarrying income dollar went to wages and salaries. An 
average of 70c out of every transportation income dollar 
went to wages and salaries and an average of 66c out of the 
income dollar of all types of business combined in this coun- 
try went to salaries and wages. 

‘Truly business is the life blood of this Republic. There- 
fore, when you begin to control business you begin to con- 
trol the employment of the 50,000,000 people who work 
in business and who between them make up the entire na- 
tional income of the United States. 

When an automobile is manufactured in Detroit, cotton 
must first leave the plantation in Georgia, lumber the forest 
in Oregon, fish must leave the ocean at Cape Cod, coal the 
mines of Pennsylvannia, cattle the plains of Kansas and rub- 
ber must come from far off Java and Sumatra. 

Too often the working man in a plant sees only his own 
labor in the fashioning of an article. He does not take into 
account all the labor that goes into the production, trans- 
portation and processing of the component parts of his 
finished product. 

It is my belief that if every workingman, every business- 
man and every member of Congress would read the two vol- 
umes to which | have referred, there would be an entirely new 
conception of national income in this nation, for all would 
realize how much is at stake in the survival of the system of 
free enterprises and of free institutions. 

Of course government has a proper field which it may 
enter in the regulation of business. There are first its own 
functions, its taxing policy, its tariff policy, its interstate 
commerce policy, its policy in fixing the value of money, all 
of which directly and indirectly affect the business life of 
the nation. 

‘These policies, however, should be employed for the 
purposes of government only and not for the purposes of 
business management per se. 

Again, government should regulate, as differentiated from 
control, the business of the nation. It should outlaw dis- 
honest practices. It should set up,uniform standards of 
weights and measures and quality. It should declare what is 
not healthful. It should make rules for human conduct and 
fix penalties for transgression. It should regulate business so 
as to insure honest competition and to insure the continuance 
of competitive business. It is not necessary for it to enter 
business to accomplish any of these aims. 










Government is there to define clearly the rules of the game 
and then let business have a free hand in the pursuit of 
free enterprise. 

Government has no right to enter business of any kind 
except those which are clearly a part of government itself, 
like the government printing office, government hospitals for 
its soldiers and sailors, navy yards to build and repair purely 
government property, dams to control the waters of its 
rivers and streams. 

It was not conceived as a competitor to private business, 
either in the manufacture of women’s dresses, of automobiles, 
moving pictures, electric light bulbs, or condensed milk. 
Government is there to govern and regulate and not to 
operate. It is there to regulate business and not to dominate 
overpower or subject it. 

When government, in violation of the wisdom of sticking 
to its milder function of regulation, wherein it but defines 
the rules of the game of free enterprise and commences to 
dominate and overpower or to enter and operate some one 
business, inevitably that precedent will be used to permit it 
to embark in every business. And why not? If it is proper 
for government to be in one business, it will be argued that 
it is equally proper for it to be in another business. 

The failure to comprehend that the workingman, the wage 
earner, the general public, the man in the street, have more 
at stake than anybody else in the continuance of free enter- 
prise of this nation and the revival of business by allowing it 
to continue as a free enterprise, is to drift further and further 
down the road on which we are now traveling, leading to 
conditions which threaten the home and fireside of every 
citizen—his job, whatever it may be—his income, and the 
free institutions of his country. 

The present state of affairs should lead to a realization 
that business in every form should be encouraged, not dis- 
couraged; helped, not hindered; supported, not attacked; 
for in a revival of business—and it can only come by free 
enterprise and confidence in the right to free enterprise— 
there is work for the unemployed, a better market and better 
prices for the farmer, a decrease of the governmental burden 
of taxation and a normal way of American life. 

May I close by restating your question: How Far Should 
Government Control Business? 

My answer is, it should not control it at all. Control is 
too brutal a word, and in its accepted meaning, too brutal 
a remedy for the evils that may exist in free enterprise. 

Well, then—how far should government regulate busi- 
ness? That cannot be answered in a sentence. Just as the 
airplane of today has outmoded the transportation of yes- 
terday, so old regulations will from time to time be out- 
moded and new ones be made necessary. The degree of 
regulation cannot be fixed on any definite and permanent 
basis. 

The task of government today is still what it was in the 
day of Aristotle—that is, to find the just medium, to avoid 
excess, to strive for the ideal for the common good. 

Or as Aristotle himself said of government, “not too much, 
not too little.” 

Generally in this restless world in which we live, there 
is more to be feared from too much control than too little, 
and hence I have devoted myself primarily to that fear in 
my answer. 

I believe recent history supports my point of view. In 
bringing these answers to the question you have presented, 
I have done so in the hope that I might make some slight 
contribution here to the future of America, with the sole 
desire to make that future, insofar as I may influence it, 
as glorious and great as is its past. For truly, its past is the 
greatest of them all, and its future will be only as great 
as we make it. 
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PEACE ITSELF IS A DELICATE PLANT 
By WILLIAM R. CASTLE, former Under Secretary of State 
Before the National Women’s Republican Club of New York, January 23, 1939 


HERE is no specific Republican program as to neu- 

trality. Anything which affects the safety and perhaps 

the peace of the nation should rise above all questions 
of party and of politics. The President of the United States 
must of necessity be the leader of a party as well as Chief 
Magistrate of the nation and that he must be political is 
one of the reasons why the right to declare war is reserved 
specifically to the Congress in which all parties and all ele- 
ments of the population are represented. For the same 
reasons any determination as to methods of keeping the 
peace, insofar as this decision is enacted into law, should be 
left always in the hands of Congress. Such matters, tran- 
scending party and politics, should never be left to the judg- 
ment of a single individual no matter how wise he may be. 
To do this leads inevitably to dictatorship. 

The present Neutrality Act was put through under pres- 
sure from the White House and it was the determination 
of Congress to keep matters of peace and war in its own 
hands which prevented the inclusion of clauses that would 
have given the President practically uncontrolled power. 
As it is, the President is supreme in the conduct of foreign 
policy with the one exception of a declaration of war. This 
delegation of authority under the Constitution is essential to 
the prompt and efficient conduct of international relations 
and I, for one, have never doubted its necessity even though 
I have to recognize that the power has occasionally been 
abused. Congress, for example, has nothing to say about the 
recognition of new governments which is done only by the 
President. So also the power to break diplomatic relations 
is in the hands of the President. The first form of neutrality 
legislation, which was sent to Congress from the White 
House, attempted to give to the Executive exclusive and 
unrestrained authority to decide between combatants, as to 
which was the aggressor and which the attacked party, and 
thereafter to make such regulations as he saw fit in the 
treatment of each. This would have been practically equiva- 
lent to a renunciation by Congress of the power to declare 
war since it is obvious that with this authority the President 
could at least make war inevitable. 

The Neutrality Act was passed by a Congress getting 
restive under Executive pressure but eager to show the coun- 
try that it disapproved of war. Why the bill should have 
been called a neutrality act I do not know as it has little to 
do with neutrality except in some of its wording. Senator 
Pittman, its principal proponent in the Senate, said, in fact, 
that a better name would have been “An Act to keep the 
United States out of war.” Unfortunately, however, aside 
from the fact that no act can surely keep us out of war since 
it is impossible to legislate peace, there is much in this par- 
ticular legislation which makes war more likely rather than 
less likely. This, of course, is a personal opinion. I once 
expressed it on a public platform where I was speaking with 
Senator Pittman himself and he told me afterward that I 
would sometime be sorry for having said it as the legislation 
was not open to serious criticism. This still remains to be 
seen, and I must admit that I do not regret having dared to 
criticize it. 

Here are some of the sections which I have always be- 
lieved should not be included, especially if the new Act is 
called a neutrality act. It is wrong to make its operation 





depend on whether the President chooses to announce that 
a state of war exists or does not exist. Everybody asked, 
when the Act was passed, what the test would be as to 
whether there was really war or whether the conflict should 
be called merely a misunderstanding or something equally 
innocuous. Then, when Italy invaded Ethiopia, the question 
seemed to be answered. The President announced there was 
a state of war for the purposes of the Act. There, we said 
happily, was the test. If a nation invades another nation 
there is war—an inaccurate test perhaps but about as good 
as any other. But after this, Japan invaded China. One of 
the most gigantic series of battles, one of the most appalling 
slaughters of human beings of modern times pursued its 
tragic course; but the President insists there is no war. In 
other words, Mr. Roosevelt is using the authority—I don’t 
say for a moment that another President would necessarily 
refrain from doing the same thing—to favor the nation 
which he and popular sentiment prefers and to make diff- 
culties for the other belligerents. Of course this does not 
always work out as intended. We were not selling arms and 
munitions to Ethiopia, therefore the embargo which followed 
automatically the announcement that there was war ad- 
versely affected only Italy, as was the clear intention. The 
trouble with the effectiveness of the embargo to prevent the 
war was that Italy found no difficulty in getting all the 
supplies it wanted elsewhere. The embargo, which would 
have followed automatically if the President had recognized 
that there was war in the Orient, would have prevented 
China, the popular party in the United States from buying 
war materials from us. That clearly was the reason why the 
President refrained from making the expected announce- 
ment. But, as a matter of fact, we have sold far more to 
Japan than to China so it appears that if the sanctions of 
the Neutrality Act had been applied we should have been 
helping China more than we are now. China buys its muni- 
tions elsewhere and Japan might have been seriously embar- 
rassed if the American market had been closed. It all boils 
down to the fact that the President may, and in the last few 
years has, used this extraordinary authority to favor one 
belligerent over another. This is entirely unneutral and is 
therefore directly contrary to the declared purpose of the 
Act. What is more, Mr. Roosevelt, in order to improve his 
own domestic position, has used the authority in a way that 
creates dangers in the international field. Can you see any 
President—aside from the really great ones like Washington 
and Lincoln or the wholly courageous ones like Cleveland— 
use authority given them in a way they knew would hurt 
them politically ? 

Another fault of the legislation is that, after the President 
has declared a state of war, it permits him to add to the list 
of articles formally embargoed by the Act such other articles 
as he sees fit. It is true that the wording of the law con- 
fines these additions to such articles as may be used in the 
prosecution of the war, the sale of which may endanger the 
United States. But you know as well as I that these words 
can be interpreted practically at the whim of the individual 
reading them. Everybody knows how immensely dangerous 
it is to change the rules in the middle of a game, primarily 
because such changes will almost inevitably be more advan- 
tageous to one side than the other. Imagine the umpire 
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doing this, for example, in the middle of a Yale-Harvard 
football game. It is difficult enough, as you know, for a 
spectator to keep his eyes on the ball. If anything of this 
sort happened it would be impossible for him to keep his 


‘eyes on the umpire since all members of the teams would be 


on top of him. The same thing might happen in the case of 
interference in a war. One or both of the belligerents might 
well descend on the man who dared to change the rules of 
the game. 

There are other matters on the present Neutrality Law 
which are certainly open to discussion. Nobody knows what 
the cash-and-carry provision would mean or what effect it 
would have in the case of a long war. Many people who 
have studied the Act complain bitterly about the restrictions 
on-travel. Personally | do not subscribe to these complaints 
because I believe that we must often sacrifice our comfort, 
perhaps often things which we consider necessities, for the 
benefit of our fellow citizens. Theoretically you and I ought 
to be able to sail on any ship we please but that right van- 
ishes when our sailing might jeopardize the peace of the 
country. After all, the purpose of all law is to protect the 
majority against the vagaries of individuals. I like the law 
insofar as it enforces real neutrality because I believe the 
danger of any other stand to be an infinitely greater danger. 
I dislike its tendency to surrender more and more of the 
rights which have been held to belong to neutrals. It seems 
to me that we should go further toward insuring peace by 
insisting more firmly on neutral rights and being a little less 
tender toward belligerent rights. I am also absolutely cer- 
tain that neutrality laws to be effective cannot be local in 
character. “To be of any value they must be international, 
although I admit willingly that being international does not 
necessarily make them valuable. It is the kind of case, how- 
ever, where a common understanding among the nations is 
a prerequisite to successful operation of the law and only 
successful operation can prevent the spread of war. 

My use a moment ago of the simile between war and a 
game suggests another factor in our so-called neutrality leg- 
islation, a factor which is bound to be even more important 
in any new legislation suggested. This is that the power 
given the President puts him in the position of being an 
umpire whether he likes it or not. If he were President of 
a place of the size and importance of San Marino, for ex- 
ample, it would not in the least matter; he could decide 
what he wanted and the world would pay no attention. 
Under a local law he has to decide these things for his own 
country only. Neither the inhabitants nor the ideas of San 
Marino greatly matter to the rest of the world. But when 
the United States takes a stand the economic and political 
importance of that stand is internationally incalculable. It 
is hard to think of any position more vulnerable and less to 
be desired than the position of umpire of the behavior of 
foreign nations. It is a position which one would suppose 
any Chief of State would struggle to avoid unless by some 
quirk of imagination he considers himself omniscient. 

In his message to Congress on January 3rd Mr. Roose- 
velt said that there probably would have to be some changes 
in the Neutrality Law. He did not say what specific changes 
he would recommend but there can be gathered from the 
whole tenor of his speech that he will seek emendations 
giving him more and more power to discriminate between 
belligerents. This would be in accord with Administration 
tirades against the dictators. It would be officially justified 
by the claim that immediate action is often necessary. This 
means, broadly speaking, that the President would scrap the 
idea of neutrality around which the present law was avow- 
edly constructed. If the supposition is correct we shall be 
once more squarely faced with the choice between our tradi- 
tional adherence to official neutrality and the adoption of 








the principle of collective security which the United States 
refused when it refused membership in the League of Na- 
tions. This makes it necessary for us to look for a moment 
at these two ideas. It is true that we considered them ex- 
haustively at the time of the League fight but almost another 
generation has appeared since then and we must glance at 
them in at least a cursory fashion. 

Neutrality means that in case of war involving other 
nations we must officially treat both belligerents alike. We 
cannot sell to one and not to the other, unless it happens 
that one is able to take our goods and the other is unable to 
do so through no fault of ourselves. This was the case in 
the World War. It made us appear unneutral and our sales 
to the Allies had much to do with bringing us into the war 
because Germany was determined to prevent those supplies 
from reaching the Allies and in consequence sank American 
ships and killed many American citizens. Neutrality has 
also collected around itself certain rules that are well under- 
stood. For example, belligerent ships are not permitted to 
use neutral ports as supply bases. A belligerent ship entering 
New York Harbor may be given coal and supplies in sufh- 
cient quantities to get home but no more and if the same 
ship enters an American port again before returning home it 
can be interned for the duration of the war. The same rules, 
in general, will, of course apply to air craft although there 
will clearly have to be certain changes to meet different con- 
ditions as international law on the subject is developed. A 
neutral, furthermore, may ship contraband of war only at 
its own risk. It may not permit the passage of the armed 
forces of one or the other of the belligerents to cross its terri- 
tory. In other words, the purpose of neutrality is to give no 
special advantage to one belligerent over another and so far 
as possible to eliminate the danger that the neutral may 
offend one belligerent and therefore become involved. Neu- 
trality did not keep us out of the World War and I very 
seriously doubt whether it would keep us out of another 
world war. There is no doubt, in fact, that neutrality must 
always find hard sledding in a general war; yet it seems to 
me that the strict enforcement of neutrality is almost the 
only hope, when trouble begins, of preventing that trouble 
from spreading into a world-wide conflagration. 

Over against this there is the theory of collective security. 
This theory practically does away with neutrality. In case 
of any war all nations are supposed to take sides all are 
supposed to help the innocent nation to win over the aggres- 
sor. It stands to reason that a decision as to the aggressor 
should be made by a supposedly impartial body like the 
League of Nations and that to make the decision effective 
every nation should follow the lead given. The idea behind 
this is, of course, that a nation eager for some reason or 
other to fight will never dare to take the first step because 
then it will be intsantly branded as the aggressor and will 
have the whole world against it. No nation, it is believed, 
would elect suicide. The only trouble with this quite beau- 
tiful theory is that it has not worked and that, because it 
has not worked, it has been pretty thoroughly discredited. 
First of all, it proved impossible to agree on a definition of 
aggressor; then when it came to agreeing on which nation 
was the aggressor instead of on the definition of aggressor 
which has proved impossible, the natural likes and dislikes, 
prejudices and enthusiasms of the different nations consti- 
tuting the League made unanimity impossible. And in the 
few cases like that of Italy and Ethiopia, when the League 
became articulate and spoke in no uncertain terms, the na- 
tions found very quickly that they had other pressing engage- 
ments and refused to cooperate in any projected coercion of 
the aggressor. Had some nations cooperated and others re- 
fused a world war probably would have resulted then and 
there. 
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So we in America are once more faced with these two 
alternatives. The traditional neutrality policy has not kept 
this country out of war in the past and if maintained will 
not in the future, although it undoubtedly has and undoubt- 
edly will diminish the number of wars in which we are 
involved. The collective security policy may be theoretically 
a much better policy but in practice it has proved useless 
from the beginning. “If only these two policies are pos- 
sible,” you ask, “is there no hope of peace?” And | am 
afraid I must answer, “No certainty of peace until we re- 
make human nature, until everyone realizes that war is the 
worst possible method of settling international disputes.” 
But this does not in the least mean that we must sit back 
and wait for human nature to improve. We can push on 
steadily with the great work of education and at the same 
time we can devise and adopt various methods which may 
make war less likely although they cannot prevent it. 

Perhaps the first thing to do may be to rescind the present 
Neutrality Act. I say rescind instead of revise because a 
quite new act could be more successfully drawn. In the new 
act there should not be a great many rules and regulations 
tying the Government to a definite course of action at all 
times and under all circumstances. We must be prepared to 
meet all sorts of conditions which cannot possibly be esti- 
mated in advance. It is probably true, furthermore, that 
nations will be more careful about going to war if they do 
not know what we plan to do about it. A prize fighter 
would not have much show if he notified his opponent in 
advance of his entire plan of campaign. So it is better that 
nations should be left in the dark as to what our plans would 
be because if they knew in detail they could arrange in 
advance to meet them. We might well retain certain regu- 
lations and penalties in the present Neutrality Law, but we 
should make all rules effective following some specific act, 
such as crossing the frontier. We should not permit the 
operation of these rules to depend on a whim or a prejudice 
or even a profoundly noble conviction of the President. In 
a war started between two nations the provisions of the Act 
should extend automatically to any nation entering the con- 
flict later on. We should probably be safer and should surely 
be more moral if we agreed to sell no arms or munitions to 
belligerents. This self-denying ordinance would of course 
include the sale to other neutral powers for resale to the 
belligerents. There is no reason why American citizens 
should be permitted to travel on ships of the belligerents if 
they thereby endanger their lives and through endangering 
their lives make involvement of the United States more 
likely. The present rule on this subject, however, might 
well be qualified by a limiting clause making quite clear that 
the rule applied only when travel might actually endanger 
life. It was pointless and unneutral to prohibit travel on 
belligerent ships during the Italian-Ethiopian trouble be- 
cause Ethiopia had no ships except on Lake Tana and could 
not possibly interfere with Italian shipping. The prohibition 
of loans to belligerents is primarily a matter of wise self- 
defense since we know that there is small chance they will 
ever be repaid. 

It might be well in new legislation to state, furthermore, 
that the United States intends to abide strictly by the recog- 
nized tenets of international law as to the obligation of neu- 
tral states. Such an act should probably not be called a 
neutrality act but rather an act to decrease the danger of 
war to the United States. It would not surely keep us out 
of war because the causes of war are propaganda and fear 
and cupidity and sometimes mere accident. It would make 
the danger just a little less because it would largely elimi- 
nate the possibility of a sudden burst of anger. It would 
leave us freer to combat propaganda and the fear complex 
from whatever source it came. 





I have already said that local legislation cannot be really 
effective in international matters. Such questions as that of 
neutrality must obviously be discussed among the nations 
and a common decision reached. If in case of war all neutral 
nations take the same stand there is some hope of avoiding 
involvement. If on the other hand, the various neutrals act 
under different local rules the result is certain to be disas- 
trous. One neutral will be favored by one or more of the 
belligerents above others and will consequently be especially 
obnoxious to one or the other and the war will spread in 
consequence. If, therefore, we are in earnest about seeking 
the best and most effective rules of neutrality we might call 
an international conference on the subject. It does not, I 
admit, seem to be a good time to call an international con- 
ference on any subject but it might nevertheless accomplish 
something. It would give the competent representatives of 
different nations an opportunity to know each others aims 
and prejudices. It could not help being useful to us, for 
example, for this reason even if little of practical value was 
accomplished. I say this always on condition, of course, that 
the Administration sends thoroughly competent delegates, 
chosen, for once, because they are familiar with the subject 
or else are broadgauge, trained men or women; not chosen 
because the appointment may be politically useful to Mr. 
Roosevelt. 

At such an international conference on neutrality I should 
be glad to see this country take an advanced position, con- 
trary, perhaps, to the creeds of great international lawyers 
like Judge Moore and Professor Borchard whose feet are 
planted firmly on the dependable ground of tradition. I 
should be willing to try carefully thought-out experiments 
looking toward the prevention of war if they were heartily 
concurred in by other nations. The chances are that such a 
conference would find safest and most effective the regula- 
tions as to neutrality which have developed naturally from 
experience but if it could suggest still further regulations, 
cheerfully adopted by all, which would seem to offer further 
hope of keeping the peace, I, for one, should be for them. 
We Republicans are not afraid of experiments. We like to 
watch a swimmer, for example, try out new strokes. What 
we don’t like is to see a baby thrown into deep water to 
find out what will happen. The New Deal thinks that 
whatever it wants to do must be progressive and forward- 
looking even though the rest of the world realizes that it is 
only resurrecting experiments hoary with age which were 
proved failures a thousand or two thousand years ago. It 
may be fun, as some of the experimenters seem to do, to 
believe that the baby will swim—but it is not fun for the 
baby. And if these discredited experiments are carried on 
internationally they are a thousand times more dangerous 
than when they are tried out on us, the unfortunate Amer- 
ican people. 

But, in addition to neutrality legislation, either local or 
international, there is a kind of official neutrality which is 
really nothing more than a sense of the fitness of things, of 
good breeding from the diplomatic point of view. And 
with all the laws in the world you are not going to be safe 
from war unless you have a Government which observes 
the elementary diplomatic decencies. You and I being pri- 
vate citizens may fulminate at will against the dictators but 
Government officials must not do so because, according to 
international practice, they represent the Chief of State and 
when the Chief of State speaks his words are supposed to 
lead to action. Therefore when the Secretary of the Interior 
or anybody else in the Cabinet calls the Germans barbarians 
it seriously strains relations with Germany, just as the Presi- 
dent’s speech in Chicago strained relations with Japan. And 
strained relations are dangerous because where there is too 
much stress there is always likely to be a break. When you 
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are an official there is no sense in talking about your devo- 
tion to peace when at the same time you are doing everything 
to create war psychology. When you are a private citizen 
you can say what you please, even about individuals, so long 
as you elude the libel laws, but when you are an official you 
can only speak officially. The trouble with our unneutral 
officials now is that they talk too much and attack specific 
people and Governments. My feeling of the difference be- 
tween us who are here and altogether too many officials of 
our Government is this: You and I hate dictatorship and 
sometimes we attack Mr. Hitler because he represents the 
system which we abhor. The officials of whom I speak attack 
the question the other way around: they hate Mr. Hitler 
and because of that are sometimes constrained to say hard 
things about his system of Government. They forget that it 
is just as likely to be the system which makes the Hitlers as 
the Hitlers who invent the system. 

It is dangerous, of course, for me to talk this way. When 
I said publicly a few weeks ago that I yielded to no one in 
my detestation of dictatorships and of everything that was 
happening in Germany and Russia, but that I nevertheless 
believed that Government officials, so long as we maintained 
diplomatic relations, should not attack those Governments in 
public, one newspaper said, “Castle defends Dictators.” 
Perhaps the reason was that I was careless enough to forget 
that Russia is a pure and shining democracy—but you must 
admit that including Russia made my speech more truly 
neutral and therefore in accord with the Neutrality Act. It 


is dangerous for the country—and that is the one thing that 
counts—when public officials talk against other Govern- 
ments, even if their purpose is to stir up popular enthusiasm 
for a large armament program. Their very talk makes the 
armament program more necessary and the rush to build, 
as well as the irritation caused by the talk, makes the danger 
of war greater. | say every time I talk in public—and intend 
to keep on repeating the same truth—that the conduct of 
foreign relations must never be used for the purposes of 
domestic politics. Our one hope, as I see it, of keeping some 
measure of democracy in this world is to avoid war. “Have 
you no sympathy,” people ask, “with the sufferings of human- 
ity under dictatorships?” I certainly have; all of us have. 
But we have got to ask ourselves whether the way to cure 
that suffering is to go into another war which will cause 
even greater suffering and may well obliterate from the face 
of the earth any democracy that is left. Because many dis- 
agree with this method is no proof that there is conflict in aims. 

We cannot surely insulate ourselves against war but I am 
convinced that our greatest safety lies in minding our own 
business without once losing our broad sympathy for others; 
in remaining officially neutral when conflicts arise which do 
not directly affect us; in curbing our tongues, especially 
when they speak officially, as sharply as we curb wild horses; 
in pointing out, not the danger of actual war, which is re- 
mote unless it is brought on by our own stupidity or bump- 
tiousness, but rather in teaching that peace itself is a delicate 
plant which we must do all in our power to protect. 


Fear and Its Effects 


THE STATES MUST STAND SHOULDER TO SHOULDER 


By GEORGE D. AIKEN, Governor of Vermont 
Delivered at Pittsburgh, Pennsylvania, February 11, 1939 


MERICA was founded by men and women of courage 
who believed in the right to express the truth as they 
saw it, and to whom the expression of that truth was 

of more vital importance than all else. The Puritans who 
settled New England, the Swedes of Delaware, the Dutch 
of New York, the Quakers of Pennsylvania and the Catholics 
of Maryland all possessed that courage which enabled them 
to brave the dangers of the New World rather than to 
surrender the right to truth, and to subordinate their opinions 
to the sovereigns of those European countries from which 
they came. 

America was built by men and women of courage. They 
did not fear to encounter odds when right was on their side. 
And they did not lack courage when a distant autocratic 
government at London taxed them beyond human endurance 
and denied them the right to govern themselves. 

The feeble colonies of America engaged the mighty forces 
of King George the Third and his hired troops from the 
continent of Europe. ‘They dated to wage war on the Brit- 
ish Empire. They fought through the years of the Revolu- 
tionary war with the courage which a higher power gives to 
men defending their homes, their liberties and the truth. 

The story of Valley Forge is an outstanding example of 
the suffering which men of America endured in order that a 
people might be free. Washington could have given up in 
those dark days. His men could have returned to the com- 
parative luxury of their homes. ‘They could have succumbed 
to the fear of reprisals from a distant government and asked 
for mercy. 

Perhaps for a few years more they might have enjoyed 


conditions which would have been comparatively easy for 
them. But they chose starvation and liberty in preference 
to subservience. 

In 1776 the United States Government was born. There 
is no evidence down through the years of history following 
the Declaration of Independence that America was ever a 
nation governed by fear. 

Until less than ten years ago, the economic depressions 
which have from time to time afflicted our nation have not 
caused the American people to give up hope and surrender 
to fear of the future. 

It is probable that the depression beginning in 1929 would 
have run a course similar to previous depressions had other- 
wise normal conditions prevailed. In the early years of this 
depression our economic system, which was geared on a larger 
scale than ever before, got more out of joint than ever before. 
There were bigger bank failures, more unemployment, more 
idle factories, longer bread lines and more huge and ever- 
mounting farm surpluses. 

In 1932 the demand for action led to the election of one 
who promised in ringing tones to dispel our troubles and 
restore happy days once more to America. His very assur- 
ance drove away incipient fear. We elected him, followed 
him, approved his vigorous leadership because we feared the 
consequences in inaction. 

Today we are a disillusioned people. Six years have 
passed. Throughout our land in every city and village and 
farm and home, our actions are influenced by fear—fear of 
our own great nation to which we have given power almost 
great enough to destroy the very form of our government. 
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We have been afraid to speak out against it. 
stand up and say that we insist upon the American govern- 


Afraid to 


ment being conducted in the American way. 
speak for many reasons. 

We fear the abuse which may be heaped upon us by an 
extravagant and elaborate propaganda service paid for with 
the tax money which you and I turn over to pay for legiti- 
mate government services and to feed those who are hungry. 
This propaganda service emanates from the national capitol 
and seeps through every section of our nation. 

It is operated by publicity artists whose sole purpose is to 
lull the fears of those who might consider the New Deal as 
anything but the solution for our fears, and to heap abuse 
and ridicule on anyone who dares to speak against it. 

Since 1932 we have had the greatest number of unem- 
ployed America has ever known. They are unemployed in 
the midst of work that needs doing, hungry in the face of 
the greatest of food surpluses, cold with fuel of all kinds 
crying for a market. Helpless, unless they surrender them- 
selves to the mercies of a government that will, if they do 
as they are told, give them the munificent sum of twelve 
dollars a week with which to support their families. 

Reliefers are afraid to vote, act or speak as they please 
for fear they will be cut off from the pittance that keeps 
them alive—and voting as they are told. Even relatives of 
those on federal payrolls vote and act in same manner. 
Business fears to plan for the future—because of the ever 
present threat of confiscatory tax measures or stifling and 
retaliatory regulations. 

Whole states are afraid to protest against proposals of 
the federal administration because they fear that their just 
portion of those moneys which they have pa‘4 or must pay 
through taxes, will be denied to them. There was a time 
when federal funds were distributed fairly in nation-wide 
programs to benefit individual states. The method of distri- 
bution has been changed so that the allocation of federal 
funds may now be used for bribes or threats. Bribes in 
return for the surrender of state and local sovereignty, 
threats to reduce or cut off those states and communities 
who refuse to obey the will of the administration. There 
is scarcely a state or community but what has felt the effect 
of this. 

I have come here tonight to tell you that what America 
fears today is literally nothing compared to what we have 
to fear in the future unless we check immediately the machi- 
nations and ambitions of those who intend to dissolve our 
states and so control the lives of every one of us. 

Last June, the President of the United States signed the 
1938 Flood Control Bill. It contained a last minute amend- 
ment offered irregularly from the floor of the Senate. The 
amendment was never referred to a committee and was 
rushed through in the closing hours of the Congress without 
general public knowledge of its intent and effect. In spite 
of the fact that New England and other states voiced oppo- 
sition and at least fourteen governors who became aware of 
the situation protested such high handed actions, the bill 
passed. 

The 1936 Flood Control Law which initiated flood con- 
trol activity as a proper function of the federal government 
in cooperation with states and local units of government, 
did not directly state who should own the flood control 
dams, but required the states to acquire necessary lands or 
easements and required them to maintain and operate the 
dams after construction. But note well that in the only 
reference to ownership the language was the same as that 
in other laws and under those other laws the ownership had 
always remained with the state or local authorities. 

This 1936 law authorized the Secretary of War to acquire 
land for flood control reservoirs only under one condition— 
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that was that after he had received from localities or states 
to be benefited, the money necessary to buy lands and rights 
for a dam and reservoirs, to be located in another state 
which would receive no flood control benefit from the con- 
struction—he might buy such property—after he had re- 
ceived the consent of the state in which it was located. 

The Barkley amendment reads as follows: ‘‘Notwith- 
standing any restrictions, limitations or requirement of prior 
consent provided by any other Act, the Secretary of War is 
hereby authorized and directed to acquire in the name of the 
United States title to all lands, easements, and rights-of-way 
necessary for any dam and reservoir project or channel im- 
provement or channel rectification project for flood control.” 

Thus this amendment directs the Secretary of War to 
take natural resources of the states without their consent 
and without compensation for loss of taxes. If the provi- 
sions of these amendments were carried out to the fullest 
extent, it would break down the principles of statehood and 
deprive the people of the various states of their livelihood. 

The President is reported to have said as he signed this 
bill that these amendments were a “step in the right direc- 
tion.” If depriving the people of a state or of all the states 
of the resources that enable them to govern themselves, to 
support themselves and to speak for themselves is a “step 
in the right direction,” what is the ultimate objective? 

And what has an administration in mind when a bill is 
introduced into the Congress which provides, in the event 
of war or the existence of an emergency due to the immi- 
nence of war, that the President is authorized to exert im- 
mediate and complete control of absolutely everything in 
this country? 

Who is in a better position to create a national emergency 
that would make war imminent than the person to whom 
this bill gives this power? The same man in whom au- 
thority for conducting American foreign policy is vested. 
The President of the United States could create such an 
emergency overnight. 

It is not inconceivable that those who seek to control all 
persons and all things in this nation would not hesitate to 
create a national emergency or even a war to perpetuate 
and strengthen their control. 

Events of the last few days have lent color to the fears 
which many of us have entertained for months. I quote 
from the Vermont Republican State Platform, written in 
September, 1938: “In the world as it is today it is necessary 
for every country to count on the possibility of armed con- 
flict, for it is no longer sure that it takes two to make a war. 

“We hereby pledge ourselves to employ every means to - 
avoid this calamity. But we warn our fellow citizens that 
should we be drawn into war under this administration, we 
face a peril greater than war itself—the permanent loss of 
our liberties. 

“Every instance, every previous act, of the administration 
points to a seizing of the excuse of warfare to put upon 
every citizen and every material resource of his nation a 
permanent statutory control which will bind us when the 
emergency has passed. 

“By all means we must avoid war under this administra- 
tion if we would preserve for ourselves that freedom which 
our sister democracies across the seas are feverishly prepar- 
ing to defend.” 

This declaration was agreed to in view of the situation 
as we saw it last September. It is no less alarming now. 

And what is the aim of a federal administration that has 
introduced in Congress such a measure as the Mansfield Bill 
of a year ago? Its provisions go far beyond those of the 
Alien and Sedition Acts of 1797 in making criticism of gov- 
ernment a felony. 
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I tell you tonight that if the people of America do not 
stop this subtle, indirect, ruthless and totalitarian ambition 
emanating from Washington, and stop it now, that we will 
be too late. 

lf we are to turn back this tide that will inevitably over- 
come the people of America in such a manner as the Euro- 
pean people have been subdued, we have got to show some 
of the courage upon which the United States and the 
American form of government was founded and sustained 
for a century and a half. 

Courage and fearlessness and the will to speak the truth 
will rid us of this danger. I know this to be a fact. | 
know that a fearless opposition, based upon the principles 
of right and justice, will stop the trend toward economic 
and personal slavery in America. 

When I say opposition, I do not mean obstruction on the 
part of a selfish and reactionary group to those instances 
of social progress and justice which should come—and which 
are going to come no matter which party is in power. 

But I mean opposition that will not flinch and which does 
not hesitate to speak out clearly and loudly, which will not 
be silenced by villification, threats or bribes—but opposition 
such as has been recently displayed by the people of Ver- 
mont, Oklahoma, Wyoming and of other states. 

I refer to the recent attempt of the federal administration 
to break down the structure of the states under the cloak 
of flood control and of cheap power development. They call 
it flood control because they would capitalize on the fear 
of those who live in the valleys, their fear of loss of life and 
property. 

They call it cheap power development because in so doing 
they can capitalize on the animosity of a very large percent- 
ize of the people toward the public utility companies for 
their unwarranted inflation of values and unjust collection 
of exorbitant rates. 

On September 21st, New England sustained terrific dam- 
ave due to a hurricane. During the tropical storm the water 
of streams and rivers overflowed banks, inundating homes, 
causing loss of life and destruction of property. This dis- 
ister offered the federal administration the opportunity it 
had been seeking. It had already, by tricky methods, se- 
cured the adoption of the Barkley Amendments to the Flood 
Control Bill in the summer of 1938. 

But even after the enactment of that law with its amend- 
ment, we people in New England never thought that any 
tederal administration, even though it possessed the authority 
of this act, would go so far as to attempt to take from the 
states their resources without their consent. 

Yet in October we were advised that the War Department 
intended to construct a dam at the little community of Union 
Village, Vermont. The consent of the state had not been 
sought. 

I wrote immediately to the Secretary of War stating that 
| could not and would not recognize the right of the federal 
government to take our resources at will and without our 
consent. Yet in this instance we were anxious and desirous 
of affording all possible protection to the people of the lower 
Connecticut Valley. 

As we were empowered to do under our law, the state 
of Vermont would consent to the construction of this dam 
and would acquire the land and turn it over to the United 
States government free and clear from any strings and en- 
cumbrances of any nature so that the dam could be con- 
structed and thus afford a small measure of security to the 
people of Massachusetts and Connecticut. 

The Secretary of War sent representatives to Montpelier 
with a contract written by the War Department itself. The 
contract provided that the state would acquire the necessary 
land and would transfer it to the federal government. 


The Public Works Board of my state considered the con- 
tract on the 19th of December and signed it. It was signed 
for the United States government by an officer of the War 
Department. I kept it overnight and approved it the next 
day, sending it back to the War Department with the full 
and unqualified approval of the State of Vermont. 

There was not even one restriction as to the use to which 
this dam might be put. If the federal government could 
find any water power there, we made no objection to their 
development of such water power and there was nothing 
in the contract to prevent their use of it. 

This was on December 20th. On January 5th, a news 
dispatch states that the Secretary of War had refused to 
approve this agreement because it contained too many strings. 
If there were any restrictions in this contract, they were 
written into it by the War Department itself. 

A day or two after reading the news in the papers, I 
received a letter which repudiated the written agreement 
between the state and the federal government. This action 
of the War Department stripped the issue of its disguise of 
flood control and cheap power. 

It left bared before all the people of America the fact 
that the federal administration, possibly to establish a prece- 
dent, was determined to acquire this property without the 
consent of the state even when we were willing to give that 
consent. 

This made it necessary for us to decide whether we 
should resist and fight for the existence of Vermont as a 
sovereign state or submit and let ourselves be ruled by a 
centralized government. 

Perhaps folks up in Vermont are a little different from 
folks in some sections of the country. Ninety-two per cent 
of our farmers own their own farms. Because of that they 
may be more independent. We are a state that for one 
hundred and sixty years has paid our bills and has refused 
to pile up debt for future generations. Hard work and 
careful use of our natural resources has enabled us to do this. 
We hate debt in Vermont. We see the evil that it has 
brought upon us individually and nationally. And so we 
hate it even as we love liberty. 

If we should give in to this determined action by the 
administration seeking to take from us one small river 
without our consent, we would allow them to establish a 
precedent for taking all our water resources and our land 
and forests and mineral wealth as well. This, according to 
the President, would be a “step in the right direction.” 

1 placed the matter before the Legislature of the State 
of Vermont. I told them we had to fight or run. If they 
wanted to fight, it would be necessary to vote money to fight 
with. A resolution authorizing these funds was presented. 

A handful of federal administration Democrats argued 
for two hours against the adoption of this resolution. By 
215-15 the House voted the money. The vote was not a 
party division. The majority of the Democratic legislators 
in Vermont did not vote against their state and its people. 

The other five New England states joined action with 
Vermont the next day. 

We expected that we would have to go to the United 
States Supreme Court to find out what that tribunal would 
decide as to the right of the federal government to destroy 
the states by gradual confiscation of their resources. 

We were taken by surprise when it was announced that 
the President would give up the plan to construct a dam at 
Union Village rather than risk a court fight with the little 
state of Vermont. 

The President’s secretary, Mr. Early, is reported by the 
newspapers to have said, “If New England doesn’t want the 
money, other sections will take it and can have it.” In 
other words, the money appropriated for flood control in 
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New England would be given to those sections declaring 
their subservience to the federal administration. 

Federal authorities seemed to think that the right of this 
government to do what it pleased when it pleased with the 
property we consider as belonging to ourselves and to our 
states should not be questioned. They threatened to take 
from us our share of the money which our people had paid 
as taxes unless we admitted the absolute sovereignty of the 
White House. 

Oklahoma was facing a similar situation. Her legisla- 
ture requested the federal government to delay construction 
of a dam on the Red River. This dam would flood 145,000 
acres of Oklahoma’s best land. Administration supporters 
wired Oklahoma’s courageous governor to cease opposing 
federal tactics, lest federal money to Oklahoma be entirely 
cut off. 

The federal propaganda artists became busy. 
tempted to becloud the issue. 
attention to other things. 
campaign of abuse. 

Their unwillingness to accept a court test on the issue 
showed that they knew they were legally wrong and must 
depend on other means to attain their end. That is why I 
came down here tonight to tell you the truth in this matter. 

There is no power issue in Vermont because we placed 
no restrictions on the development of power at the dam 
they contemplate building. There is no flood control issue 
because we fully and freely offered to co-operate in flood 
control, and at a distinct loss to ourselves. ‘The issue, as I 
told our Legislature, was one of whether the federal gov- 
ernment has a right to take from us what it wishes and 
without our consent. 

A few days ago word came from Washington that the 
federal government conceded its lack of authority to take 
jurisdiction over streams and valleys of New England with- 
out the consent of the states. Requests have been made of 
New Hampshire and Massachusetts, where options have 
been freely purchased, to give consent to these purchases so 
that the work might proceed in a lawful manner. 

They have found that the state of Vermont is the only 
New England state concerned where they can legally build 
dams—because we are the only state that could legally give 
consent—yet we are the target for federal abuse because 
we demanded the observance of the law and the Constitution 
in the matter. . 

It appears that one victory for democracy has been won. 
But we cannot forget that the War Department had been 
directed to take these resources without asking consent of 
the states. And if Vermont had not challenged that pro- 
cedure, they might have been successful. 

It is not likely that the little group of centralizationists 
in Washington have been thus easily swerved from their 
ultimate purpose. They have been temporarily checked, 
but eternal vigilance must be the price of our safety. 

Pennsylvania has as much to lose as Vermont. If they 
can by any means take our rivers, our forests and our beau- 
tiful valleys, so can they take your coal, your forests and 
your oil. And believe me, if you do not watch out, and 
stand up for your rights, they will do just that. 

The time to fight this thing is now. If we let it go on, 
we will lose. There is no way that we will regain what we 
have already lost without hardship. The annals of the ages 
do not record that a nation is strengthened or liberty won 
by the wasting of resources in order to enjoy luxury for 
a time. 

And even as Washington and his men endured that ter- 
rible winter, the American people will have to spend an- 
other winter at Valley Forge. The longer we put it off, 
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ernment that is itself dependent on us will do us no good. 
The people of America are heartsick and weary, but we must 
not give up. We must throw off fear, and replace it with 
courage and determination to fight for the right. 

When Vermont took action in opposing the arbitrary 
methods of the federal government, newspapers throughout 
the length and breadth of the country carried the story. 
For the first time many people have learned the real issue. 
Approximately 80 per cent of all editorial reaction, Demo- 
cratic as well as Republican, has been favorable. Less than 
20 per cent supported the federal purposes. 

Thousands of people have written me, people from all over 
the country. People from the prairies and people from the 
lower Connecticut Valley who were supposed to receive 
benefits from the flood control program, urging that Ver- 
mont hold fast. People in the lower Connecticut Valley 
tell me that they would rather have their homés under water 
forever than to surrender the heritage of generations for a 
mess of pottage. 

Once let American people lose their fear, regain their 
courage and work together—and we will sweep back this 
tide that is threatening to engulf us just as it has engulfed 
the people of European countries. 

In concluding, may I make a few observations on the 
relationship which I think the federal government should 
bear to the states. 

Government is not an empty institution but its course is 
colored and shaped by those men who are exercising public 
power, and as we watch them, even as ourselves, exercising 
authority over their fellow citizens, we perceive certain fun- 
damental truths about the operation of government. 

The first of these truths is the tendency of government to 
increase its own powers and to perpetuate itself. 

The second is the tendency exhibited by men governing, 
that as their power or authority increases and becomes more 
secure, their government is less and less responsive to the 
needs and desires of the people. There is an increasingly 
greater tendency for the acts and policies of government to 
follow the desires of those in power rather than to follow 
established laws and principles. Some successful politicians 
feel that they themselves are the law. 

A third tendency which is more of the people than of the 
men in government is that the general public dissociates it- 
self from the costs of any level of government except that 
one to which they pay direct taxes. ‘This tendency is seen 
in the case of states and smaller subdivisions striving for 
increased subsidies or other payments from the federal gov- 
ernment. They pretend that it is the federal government’s 
money and therefore costs them nothing. 

When we receive a subsidy, we must repay it two-fold. 
First the money which we have received plus much more in 
administrative and other expenses must be ultimately repaid 
in taxes. A second payment is in the form of larger and 
larger exercise of federal control over local affairs. This 
results in destruction of the responsibility of the people of 
the local communities for their government and thus breaks 
down good citizenship in our Republic. As citizens, we are 
furnishing all the money used to buy it. 

The more we permit power to be concentrated into one 
central authority, the less that authority considers the effect 
of its use on the individual or community. 

The administration of such authority is of necessity, in- 
flexible and unyielding. The more centralized it is, the 
more corrosive it is to individual initiative and freedom. 

The liberty of the individual, an inherent characteristic 
of the American form of government, is linked completely 
with a decentralized form of government with much au- 
thority in the hands of states and regions. 

When we plead for a federal works program for state or 
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regional development, we may expect that such a program 
will be used as a vehicle to deprive that region of its natural 
assets and the political jurisdiction of the people living 
therein. 

There is already sufficient authority granted to the federal 
government to permit it to assist the states in all safe and 
desirable ways to make regional developments. 

If the central government is willing to proceed in har- 
mony with American principles, there is no need for asking 
for greater grants of power. Yet our present administra- 


tion not only demands of the states and regions a surrender 
of their sovereignty, in return for flood control and other 
public works, but has definitely taken a stand against per- 
mitting two or more states to co-operate in solving their 
own problems. 

We cannot equivocate any longer but Pennsylvania and 
Vermont and the forty-six other states of the Union must 
stand shoulder to shoulder and say to those who would 
apply to America the policies on which some European 
governments are run today, “You shall go no farther.” 


World Leadership 


THE BILL OF RIGHTS AND DESPOTISM 


By NICHOLAS MURRAY BUTLER, President, Columbia Uniwersity 
Delivered before The Pilgrims of the United States, New York City, January 25, 1939 


Y Fellow Pilgrims: This troubled and distracted 
world upon which we look must soon give answer 
to the most important question which can be put 

to it. The answer to that question may well control the 
development of western civilization for five hundred years. 

This world is a world at war. In its every part, it is at 
war, either military or economic. In addition, it is every- 
where making colossal preparation for war at appalling cost 
to the earnings and the savings of the people, and with disas- 
trous results to the social, the economic and the political order 
of the several nations. 

The question which must be answered is this: Where is 
to be the next capital of the western world? By capital I do 
not mean the center of purely political organization; I mean 
the center from which shall go out that stream of influence, 
of ideals, of principles and of policies which will guide and 
shape civilization for the period into which we are passing 
through this revolution. 

The world, this western world, has had three capitals. 
The first was Ancient Athens. From that amazing city on 
the Acropolis and about it there went out for four hundred 
vears the stream of influence in the intellectual life, in philos- 
ophy, in literature, in science, in the fine arts, in ideals, 
which stirred and shaped the world forever. Athens passed 
as a capital itself, but the influences which it set in motion 
ire at work among us all today. 

Athens was followed by Rome. That truly colossal center 
of power and of influence ruled the western world for five 
hundred years. It ruled it in terms of law, in terms of ad- 
ininistration, in terms of public service. It solved the prob- 
lem of governing minorities; it solved the problem of building 
roads and bridges and tunnels, and bringing distant parts of 
the world in touch with each other. It solved the problem 
of a uniform system of government with plenty of elasticity 
for local and regional conditions, and it solved the problem of 
. regard and reverence for law. 

Then Rome passed, and for a thousand years the western 
world was without an effective intellectual capital. Con- 
stantinople tried to establish itself, but in vain. Paris under- 
took the same task but was not able to accomplish it for any 
length of time. Charlemagne thought he could have a 
capital at what is now Aix-la-Chapelle, but that proved 
impossible. 

It was a thousand years before the third capital appeared 
in the city of London. Following the defeat of the Spanish 


Armada and the great administration of Queen Elizabeth and 
the statesmen whom that era developed, London became the 
center of the controlling force in the intellectual guidance of 
the modern world. 


England took to the sea. She bound the distant parts of 
the world together. Long before there was any Suez Canal, 
her ships had gone around the Cape of Good Hope, to East- 
ern Africa, to India, China and Japan, and then to Australia 
and New Zealand, to say nothing of the Americas. She de- 
veloped not only the system of civil liberty predicted by 
Magna Carta and carried forward by the Petition of Right 
and the Bill of Rights, but she did all that in the field of 
commerce and industry and finance—something unknown to 
the Greeks, unknown to the Romans—and the world became 
a vast industrial-commercial establishment with the moving 
force in London itself. 

That era has plainly come to an end. It has come to an 
end largely as the effect of the industrial revolution which 
began over a hundred years ago, and to which we have not 
yet been able to adapt our social, our economic and our finan- 
cial systems. 

The historian who will write the story of this generation 
is almost certain to say that we are all mad, that we have 
shown complete incapacity to come face to face with the 
great economic and social problems of our time, and that 
because of that incapacity, because of feebleness of purpose 
and of will, this civilized world is wobbling and is in a posi- 
tion where it can be dealt with by dictators as our grand- 
fathers would never have believed to be possible. 

Where is the next capital going to be? From what part 
of the world is the next great stream of influence to go out 
to inspire, to guide and to control a constructive and pro- 
gressive civilization? There is every sign that that capital 
may cross the Atlantic. That capital may find itself in an- 
another generation or two on the shores of this New Land, so 
to speak, because that land has it in its power, with intelli- 
gence and moral courage, to make itself the outstanding 
exemplar of those policies of liberty, of progress and of hu- 
man service which alone can save and develop our civilization. 

And if that center of intellectual inspiration shall cross 
the Atlantic, to what point will it come? The United States 
of America is one of the three great nations which created 
an artificial seat of government. India did this in putting 
New Delhi between Calcutta and Bombay. Australia did 
the same in putting Canberra between Sydney and Mel- 
bourne, and we did the same in putting the District of Co- 
lumbia between Philadelphia and Richmond. That epoch- 
marking conversation between Thomas Jefferson and Alex- 
ander Hamilton on the street of Philadelphia, walking back- 
ward and forward before the residence of President Washing- 
ton, determined that our seat of government should not be 
at any one of the centers of population, not even at Philadel- 
phia, which was then chief among them all. 
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It may be that this new capital of thought and of inspira- 
tion and guidance may find itself on the Island of Manhattan. 
Why? Because while not the seat of government, there is 
concentrated here and has been for one hundred and sixty 
years the nation’s greatest power of constructive and guiding 
thought and of social and economic activity and inspiration. 

If this capital should cross the Atlantic, if it should come 
to the Island of Manhattan, what an obligation and what an 
opportunity will rest upon us, our children and our grand- 
children! 

What is the guidance we shall be called upon to give? 
My fellow Pilgrims, that guidance is all written out for 
us in the four hundred and sixty-one immortal words which 
constitute the Bill of Rights of the Federal Constitution. 
We need not add to them, we need not amend them. They 
are the Magna Carta of the Twentieth Century. What 
Magna Carta did eight hundred years ago, and the high place 
which it has occupied in the history of liberty, can now be 
done and repeated by our Bill of Rights for the next great 
period if we, the American people, guided and inspired by 
our leaders of thought and action in this great City and in 





our other great communities, can have the courage, the in- 
telligence and the zeal for public service to seize upon that 
Bill of Rights, to apply it to ourselves at every moment, no 
matter what temptation there may be to violate it, and to 
press it upon the civilized world. Then the great struggle 
for the control of the human race will pass into the terms of 
a struggle between the Bill of Rights and those who do not 
believe in the fundamental principles of political, social and 
economic liberty. 

But we are not going to make any progress by sitting still. 
We are not going to make any progress by the mere use of 
words. It is incumbent upon us to demonstrate, day by day, 
month by month and year by year, what the Bill of Rights 
means when translated into terms of practical and everyday 
life, and to preach that, to teach that, to demonstrate that 
to those peoples who for one motive or another, because of 
one vast emotion or another, have been for the time being 
put under the heel of the cruel and relentless despot. 

The choice, my fellow Pilgrims, is between the Bill of 
Rights and despotism. The leadership must come from the 
United States of America! 


Roosevelt’s Policy Promotes Peace 


GANGSTER NATIONS MUST BE CURBED 


By JOSH LEE, U. S. Senator from Oklahoma 
Before the American Forum of the Air, Sunday, February 12, 1939 


ISARMAMENT is a means to peac. wnly when all 
nations disarm. But so long as some nations insist on 
remaining armed to the teeth, we must maintain an 

adequate national defense. 

There may be those who believe that if a nation attends 
to its own business, no other nation will molest it, but that 
is not true. Today there are gangster nations that attack 
only those who are helpless. 

Ethiopia was not molesting any nation. Ethiopia was at- 
tending to her own business and her humble people were 
following peaceful pursuits, but Ethiopia had no adequate 
national defense, and Mussolini’s war eagles blasted their 
way across the helpless nation. 

The Chinese are a docile, harmless people. They were 
not molesting any other nation, but unfortunately for China, 
she had no adequate national defense and the war lords of 
the Japanese Government turned their engines of war upon 
that peaceful country, and today poor, stricken China is 
paying the penalty of a defenseless nation. 

If France and England had had as many war planes as 
Germany and Italy, Czechoslovakia would very likely be an 
independent nation today, and the balance of power in Europe 
would have been much more in favor of the democracies 
than it is at present. 

Therefore, we are forced to the conclusion that America 
must maintain adequate national defense, adequate in the 
light of the armament of other nations. 

That means that this administration has decided to in- 
crease its national defense, particularly in the air. Accord- 
ingly, the Military Affairs Committee, of which I am a 
member, asked the War Department for recommendations. 
In compliance with that request, the Secretary and other 
representatives of the War Department came before our 
Committee and recommended increasing the number of our 
fighting planes. They also made recommendations for train- 
ing additional flyers. 

When we take into account the number of fighting planes 


in Germany and Italy, the amount of increase recommended 
by our War Department is very modest indeed. In fact, there 
are some who feel that it is inadequate. But it is not the 
intention of this administration to try to match plane for 
plane with other nations. It is our intention to make due 
allowance for all of our natural advantages and to add to 
those natural advantages just enough up-to-date national de- 
fense to command the respect of other nations and give us 
security from military attack. 

The War Department has recommended the barest in- 
crease possible to carry out this policy. 

Such a scant program constitutes an adequate national de- 
fense only when our factories are on a mass production basis 
so they could supply us with additional planes in case we 
need them. 

In other words, we can maintain an adequate national de- 
fense with fewer planes actually in the air provided we can 
get more in a hurry when we need them. One of the greatest 
factors for national defense is to have our factories on 
mass-production basis. 

We learned at terrible cost in the World War that you 
cannot manufacture war planes overnight. When we started 
into the war, it was our intention to be an important factor 
in the air. Our program called for 25,000 American-made 
planes ; 20,000 were to be on the front by January, 1918, but 
General Pershing attests the record that not one American- 
made plane ever reached the front. The reason, of course 
was that it took so long to put our factories on a mass-produc- 
tion basis. The result of our not being able to make planes 
fast enough was that we had to beg, borrow, and buy from 
the Allies such planes as we could get. Naturally, they used 
the best planes themselves, and the ones we were able to get 
were out-of-date less efficient ones, and that is the reason that 
the casualties among the American flyers were three times 
greater than among the Allies. It was not because our boys 
could not fly. It was because of those “flaming coffins,” as 
Colonel Mitchell called them, that they had to use. 
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We should profit by that mistake. Obviously, then, one 
necessary requirement for an adequate national defense is that 
we be able to produce a sufficient number of war planes when 
we need them. Therefore, if our manufacturers are allowed 
to sell planes to France and England, they will be able to 
put the American factories on a mass-production basis and 
this in itself will be a most important factor in our national 
defense. 

It will mean that when we need planes, we can get them. 
That very fact will have a restraining psychological effect 
upon any potential foe and make the actual need for the 
planes less likely. 

l’rance is not engaged in war, therefore there is no reason 
why we should not sell to her as many planes as she is able 
to buy. 

It was this important subject the President wished to dis- 
cuss with the Military Affairs Committee when we were 
asked to meet with him at the White House. Perhaps no 
President in the history of the nation has ever taken thie 
people into his confidence more than President Roosevelt. It 
is quite customary to have executive meetings in order to best 
facilitate the different functions of government. The welfare 
of the people is always represented in these different meet- 
ings by their officially appointed or elected representatives 
and no one ever thinks of inciting the imagination of the 
people or raising the ugly specter of suspicion by inference 
or suggestion that the people’s rights are being betrayed by 
ecret and underhanded methods. 

Therefore, I have been surprised at the different hints 
which certain members of that Committee have made re- 
rarding that executive meeting. I am surprised that any 
member of that Committee would make a statement such as 
was attributed to Senator Bridges in a press dispatch from 
Boston, which reads as follows: “Our people have a right 
to know whether they are being dragged down the road to 
war.” 

l say frankly that I feel that obligation that I owe the 
people is greater than any obligation of secrecy. If I thought 
for a moment that anything that happened in that meeting 
was carrying us down the road to war, I would immediately 
announce it to the world. 

I thought it was a fine thing when the President called 
before him the Military Affairs Committee, a committee 
made up of the representatives of three different political 
parties, for free discussion of the sale of war planes to France. 
In my opinion, it would not have hurt anything if the es- 
sence of what transpired had been told to the public gen- 
erally, but I suppose the reason for the request that we keep 
the meeting executive was to bring forth a freer discussion. 
‘The President expressed the idea that he would like to place 
the meeting on a high patriotic plane and lift it above partisan 
politics. 

There was no pledge or oath of secrecy taken by any 
member. ‘Chere was simply the request that the meeting be 
treated as executive in order that we, as patriotic American 
citizens, might freely discuss a question of national im- 
portance. There was no protest to the request for secrecy. 
‘There was no opposition raised to the propositions advanced, 
although opportunity was not only afforded for such, the 
request was twice made for any member to speak his mind 
or ask any questions. But those who are now so outraged at 
the request for secrecy were then as silent on this request 

s the tombs of Egypt, but now they are implying that cer- 
tain things happened in that meeting that violated the con- 
fidence of the people, and but for their honor in respecting 
the request for silence, they would tell the people how a 
number of Senators and the President of the United States 
are secretly scheming to “drag them down the road to war.” 
I can speak only for myself but if I had believed that any- 




















































thing that transpired in that meeting was dragging the peo- 
ple down the road to war, I would have protested it then 
and I would have protested it to the group of newspaper men 
who met us at the door as we came out, and I would be 
protesting it now. No request of secrecy would cause me to 
betray the confidence of the people who sent me here. If 
the events of the world and circumstances over which we have 
no control are bringing us nearer to war and we meet to 
discuss the best means to prevent the spread of war from 
engulfing us, is that dragging this country down the road to 
war? 

Now what has been the record of President Roosevelt with 
regard to peace? In his inaugural address, realizing that the 
only permanent peace is based upon justice, he announced to 
the world the “Good Neighbor” policy on the day that he 
took office as President of the United States, and for six 
years this administration has adhered to that policy both in 
utterances and in practice. 

Non-intervention into the affairs of other countries is a 
part of that Good Neighbor policy which this administration 
has followed. Consequently when President Roosevelt took 
office he promptly called home all United States troops sta- 
tioned in Haiti and thus removed a cause of friction that 
might have had in it the seeds of war. 

Then, again, there was the munitions hearing. According 
to press dispatches, a munitions hearing was too hot for 
England to handle but this administration, with the full 
approval of the President, voted money for a munitions hear- 
ing, and my distinguished friend, Senator Nye, with whom | 
have the honor to divide time tonight, was the able chairm:n 
of that investigating committee. Such distinguished and able 
Senators as Clark, Vandenberg, Pope and Bone were assigned 
to that committee and the United States, yes, in my opinion, 
the world is indebted to that committee for the work they 
did in the interest of peace. They flung open the door of the 
Bluebeard of war and exposed the skeleton of unconscionable 
war profits. And this was made possible by an administration 
that is determined to make war so ugly that the world will 
never again embrace it. 

Then that committee exhausted its funds, and as a House 
member I came over and heard the reports made by Senators 
Nye and Clark when they were asking for more funds to 
complete their findings. 

There was hesitation upon the part of the Congress to 
grant the additional money to continue the hearings and it 
appeared that the work of the Committee must stop. But 
President Roosevelt said, ‘““The Committee will have the 
money to continue,” and at this request the necessary money 
was allotted through other departments of government which 
made it possible for the Committee to finish its findings. Thus 
again he threw the weight of his great office against war. 

Then again there was the Chaco war in South America 
between Bolivia and Paraguay. American manufacturers 
were supplying both nations with the materials of war. But 
President Roosevelt struck out boldly for peace. By presi- 
dential proclamation he announced an embargo upon the 
shipment of the implements of war to those two nations. Ac- 
cording to the press reports then, all together 18 nations de- 
clared similar embargoes and that was soon ended and another 
great step toward world peace had been taken. 

Then again there was the revolution in Cuba. The sugar 
interests who for years have made millions in the sugar busi- 
ness in Cuba began to clamor for military protection of their 
properties in Cuba. The air was full of it. Send a battle- 
ship to Cuba! Send the Marines to Cuba! Put down the 
revolution in Cuba! 

But once again the President steered a straight course 
toward world peace, when the Department of State by its 
action said, “There'll be no intervention in Cuba.” There 
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was no intervention and Cuba settled her own affairs with- 
out our staining our hands with the blood of our fellow 
men, and another great milestone had been passed along the 
road toward peace. 

Then again there was the war in Ethiopia. The Standard 
Oil Company had a contract for a trade concession with 
Ethiopia, but the Department of State feared that that might 
be the means of involving the United States in that con- 
troversy. Therefore, President Roosevelt through the State 
Department requested the Standard Oil Company to cancel 
that contract. ‘The Standard Oil Company, feeling that it 
had a right to the profits on that contract, was reluctant to 
cancel, but this administration said, ‘“You cancel out,” and 
they cancelled out. Thus once more President Roosevelt 
placed the peace of 130 million people above the profits of a 
corporation and announced to the world on September 4, 
1935, “This is another proof that since,March 1933 ‘Dollar 
Diplomacy’ is no longer recognized by the American Gov- 
ernment.” 

Then in rapid succession there came a series of world events 
propelling the world toward war. First there was the viola- 
tion of the armaments limitation placed upon Germany by the 
Treaty of Versailles, and then followed the arming of the 
Rhine. Next came the torpedoing of neutral vessels in the 
Mediterranean by unknown submarines. Then came the 
invasion of Abyssinia and the brutal massacre of the helpless 
and peaceful Ethiopians by Mussolini. Then came the cold- 
blooded persecution of the Jews and their cruel expulsion 
from Germany. Then came the slaughter of the defenseless 
and peaceful Chinese by the ruthless Japs. Altogether, it was 
such an accumulation of the outrages of humanity as would 
challenge comparison with the darkest pages of history. 

When Tamerlane built his pyramid of 70,000 human 
skulls and stood at the gate of Damascus glittering in steel, 
the sun of civilization itself seemed setting in seas of blood, 
but these gangster nations of today have outstripped that 
barbarian butcher by thousands and thousands of helpless 
victims. 

Such outrages upon humanity have stirred the blood of 
every American. Do you think that President Roosevelt has 
been an exception to that feeling of resentment? Certainly 
not, and yet when every fiber in his being urged him to 
speak to them from the mouths of cannons with tongues of 
fire, he controlled his feelings and in the interest of peace 
remonstrated through the conventional courteous notes from 
the Department of State. 

Then again there was the crisis of the riding down of 
the little Republic of Czechoslovakia by the war juggernaut 
of Germany. The arrogant Hitler had announced his ulti- 





matum that on a certain hour he would start the war machine 
thundering toward Czechoslovakia. On the morning of 
September 26, 1938, President Roosevelt sent a message to 
the President of Czechoslovakia, to the Chancellor of Ger- 
many, and to the Prime Ministers of Great Britain and 
France, urging the use of peaceful methods for the settlement 
of the dispute. 

At three o’clock on the afternoon of September 27 Cordell 
Hull, the Secretary of State, sent to the various American 
missions a message to get in touch with the Minister of For- 
eign Affairs and bring all the diplomatic pressure possible 
upon the Chancellor of the German Reich to dissuade him 
from his hostile purpose. 

The whole world was tense with expectation. Business 
stopped in its tracks. German soldiers stood by with full 
equipment ready to march. Czechoslovakia soldiers kissed 
their babies goodbye and stationed themselves at the border 
of their country as the legion of death, fully believing that 
within the next few hours their mangled bodies would mark 
the boundary line of their nation. 

In Paris and London every railway station was crowded, 
every road leading out of those cities was jammed, fear was 
upon every face, schools were closed and the children were 
hurried out into the country. One word was on everybody’s 
lips. War! Hope of peaceful settlement was almost aban- 
doned. There was but one man who stood between the 
world and war and that was Franklin D. Roosevelt. All 
eyes and all ears were turned toward him. On that day he 
seemed taller than all other men. The hope of world peace 
hung upon his words. 

Then in the early hours of the morning of September 28 
he sent a message directly to Adolf Hitler, placing squarely 
upon him responsibility for the peace of the world. 

Lights burned all night in almost every home. Every 
radio was tuned in on this magnificent drama. Then as the 
arrogant Chancellor of the German Reich felt the full weight 
of every moral force in the world thrown against him by the 


, message from Franklin D. Roosevelt, he grudgingly and 
‘reluctantly but certainly backed away from his ultimatum 


and the world breathed again. 

Who then would dare to infer that that same President 
Roosevelt would secretly drag the people down the road to 
war, when for six years he has steered a straight course 
toward peace. For six years he has steered the old ship of 
state through the turbulent waters of international strife 
without crashing on the cragged rocks of war on the one 
hand or floundering upon the flat beach of dishonor on the 
other. And as long as his strong hand is at the helm, there is 
a feeling of security in the hearts of the people of America. 


Intangibles in Medical Practice 


SELLING THE PEOPLE A “POLITICAL GOLD BRICK” 
By SAMUEL J. KOPETZKY, M.D., Editor, New York Medical Week 
An Address delivered before the Medical Society of the County of New York, February 27, 1939 


OT because of any love of controversy do I enter 
Ne discussion, nor am I going to reiterate the sta- 

tistics and all the well known arguments with which 
I know you are reasonably familiar. I rise to oppose com- 
pulsory health insurance because I passionately disagree with 
its inherent concepts. 

I fear selling the people a “political gold brick” in the 
guise of helping them. | want to help stop the progressive 
deterioration of our doctors. Today they rank high. Amer- 
ican Medicine has given them a knowledge, a skill and a 


wisdom in preventive and curative medical practice, as well 
as a zest for searching out the factors and the causes of 
human ills. We in America today enjoy a morbidity and a 
mortality rate, in addition to a record in preventive medicine 
which has evoked both the envy and the admiration of the 
world. I want to see this record carried over into the suc- 
ceeding generations. I do not want to see it stopped by the 
importation from foreign soils of a system of compulsion 
which nowhere gives comparable results or equalling records. 

I want it cried from the “house-tops” that compulsory 
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health insurance was not instituted in Germany where it 
first came into fashion, as a means of bettering the German 
people’s health or welfare, but as a donated dole in lieu of 
wages. The American workman needs no dole, medical or 
otherwise. He is entitled to adequate wages to live, meet his 
needs, and pay his own medical bills. 

I desire to have solved the major problems concerning the 
sick, who are financially handicapped in procuring wanted 
and needed medical care. Compulsory health insurance does 
not attempt to do this. It embraces but a small wage earning 
sector of the population. The doctor would still be twice 
taxed, in caring for the large indigent group in the popula- 
tion. 

Lift this burden from the shoulders of the doctor, and he 
will gladly meet the wage-earner and adjust his fees to his 
ability to pay. The doctor always did this, and he still will. 

I oppose compulsory health insurance, because I have re- 
spect and a great love for the career of a doctor. He who 
enters the sick-room must be accompanied by “confidence.” 
This confidence is a mutual obligation. The patient must 
trust his doctor. The doctor must feel that the appeal to 
the employment of his wisdom, his knowledge, and his skill, 
is needed and wanted. The doctor must not be an official, 
distrusting the call made upon his time; and the patient must 
not be forced to first make ‘“‘a convincing exhibition” of him- 
self as a sick person, so as to allay the suspicious police power 
inherent in medical officialdom, when treating the sick. 

| oppose compulsory health insurance, because were its 
devastating taxes imposed upon us, and were the emotional 
appeals of its proponents satisfied by its imposition upon us, 
the political powers would never in generations, do anything 
further to solve the larger question of providing medical care 
for the indigents. They never would get around to extending 
those existing hospital, institutional and laboratory facilities, 
as well as consultative services, for which need exists in some 
parts of our country, because, having already tapped the 
‘Treasury for the compulsory health insurance, and having 
established the inevitable bureaucracy that it entails, the 
cohesive force of this army of medical bureaucrats would be 
able to defeat any attempt at such efforts. Political official- 
dom, having ready at hand a machine reaching into every 
wage earner’s home, would control the electorate. The inter- 
ference of the WPA administration in the recent primary 
elections is but an example on a small scale, of a similar 
situation, 

Professional life is conditioned although not necessarily 
fated to a certain amount of adjustment to conditions. One 
must have lived through this generation to comprehend the 
changes taking place about us. The necessity for a corre- 
sponding change in medical practice, and the manner of 
making it available to all our people warns us to beware of 
discarding the worthy and enduring standards that have 
served our people so well in the past. 

No rationalizations must tempt us to compromise with 
the first and guiding principle of organized medicine,—the 
high quality of its standards. In its eftort to achieve this, 
American medicine has supported its schools of graduate 
study. ‘The many forums which our scientific societies and 
our academies of medicine provide, are crowded, even during 
the depression, by eager physician-students voluntarily en- 
deavoring to better themselves to render high quality medical 
care. ‘he many qualifying boards in the various specialties 

e hard at work examining and certifying an army of seri- 
ous physician-students eagerly applying, and voluntarily sub- 
mitting themselves to tests of their acquired fitness to produce 
better specialists. he organized medical profession has fos- 
tered and encouraged, and to a degree co-ordinated, this 
worthy endeavor. 

Show me anything like it in any country in the world 





where compulsory health insurance is in force. We are told 
that scientific medicine has “‘crossed the Atlantic” and its 
headquarters are now in America. How much of this 
changed focus in scientific medicine do we owe to the regi- 
mented deterioration abroad, and to the lack of leisure, 
initiative and ambition of panel medical practice there? 

I am not here on this platform to boast of the achievements 
of American medicine under our prevailing individualistic 
system of practice. I need not indicate how the efficiency in 
skill and thoroughness in diagnosis and therapy inevitably | 
bring the material rewards incidental to the tramp of grate- 
ful feet upon the proverbial “‘beaten path” to the door of a 
good physician and a competent doctor. But I am here to 
warn against selling our “birthright” for a “mess of pot- 
tage!” 

Why become a better doctor if income from practice is 
fixed by the insurance capitation fee! Where recognition is 
denied human endeavor, other values are lost also. Where 
recompense is not suitably graduated for human endeavor, the 
desire to excell diminishes, and finally there is no adequate 
stimulant for endeavor. Although deterioration of the indi- 
vidual is slow under such circumstances, it is nevertheless 
progressive. The potent motive of ambition to scale the 
heights is lost, and instead a level of mediocrity is created, 
while dull routinized medical practice ensues. Tell me of 
any outstanding contribution for the betterment of the sick 
by panel physicians of England! Tell me of work com- 
parable to ours in preventive medicine on the foreign soil 
from which we are asked to import this system of compulsory 
medical practice! 

Acceptance of the inevitablity in the trend of current 
events tends toward a fatalistic attitude toward them; but 
this fatalism, induced by what is believed to be inevitable 
progress, need not lead to disaster. We apprehend the 
changes which are developing, but may we not meet them 
intelligently, and with wise courage? Can we not build upon 
what we know is good? May we not be forgiven for en- 
deavoring to transport into the developing era the fine tradi- 
tions of quality which were handed down to us? Must we 
accept what thorough study has taught us is unequivocally 
inferior, poorer, and which will destroy the doctor, as we 
know him, and as we want to continue having him? The 
evident progress of events must not precipitate us into a 
situation from which later we shall never be able to extricate 
ourselves. 

In this day and age, the habit of cataloguing and classify- 
ing those who believe with you, and those who hold opposite 
views has become fashionable to a degree. The attachment 
of “labels” to those arguing the pros and cons of public 
questions is a technique of the propagandists. Before this 
audience I hardly need pause to remark that the “label” 
often hardly implies the true character of those thus identi- 
fied. It particularly does not fit those who oppose compulsory 
health insurance in the organized profession. All who dis- 
agree with a quick scheme of delivering medical care to the 
underprivileged are supposed to be “reactionary,” ‘‘stand- 
pat,” “Tories” and “money-mad.” On the other hand, their 
emotional opponents have a “patent royal” on nobility of 
character and an abundance of loving kindness, with a gen- 
erous sprinkling of all the other major virtues! This would 
be laughable if it were not tragic. For organizations always 
tend to.assume the character given them by popular imagina- 
tion, in spite of their true nature. This being so, we can 
begin to understand the efforts of some agencies, and their 
spokesmen, which on the radio, in the press, and on the plat- 
form attempted to “smear” medicine. Even government 
officials indulged in this practice, prior to the commencement 
of the Federal Grand Jury action. This was done to in- 
fluence the popular conception of organized medicine. 
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Fortunately, the doctor’s record of unselfish devotion to 
the people for generations, the care of the poor, the carrying 
of the double tax burden for the indigent’s care, and the 
record of remarkable advancements and achievements, have 
placed a brilliantly flaming barrier across the path of these 
belittling efforts. 

We can comfortably maintain our position that our com- 
pelling reason for opposition to compulsory health insurance 
is not based on selfish motives. It is not based on an economic 
impulse to secure more money for the service we render. It 
is based on the knowledge of what will happen to the quality 
of medical care, and what will happen to the doctor prac- 
ticing under the bureaucratic control of a system of com- 
pulsions. Last, but not least, it is based upon what will hap- 
pen to the public we serve. 

The goal of medical efficiency, the objectives of a high 
grade medical service are truly humanitarian. We are 
thoroughly humanitarian in that we want only the highest 
possible grade of medical care for our people—rich and poor 
alike. 

What a paradox unfolds itself! The “selfish” medical pro- 
fession, offered by an altruistic government the opportunity to 
accept gratefully the compulsory health insurance scheme, 
refuses to take the money the system provides! “It will 
bring pay patients to unemployed doctors!”—‘“Where now 
they get nothing, they will get at least something.”—How 
“selfish” and “greedy” we must be to oppose taking this 
ready money! 

Organized medicine has an interest in the economic status 
of the medical profession, but its paramount interest is the 
public welfare. It has never fostered any measure to further 
any economic end at the expense of the good of the general 
public welfare. 

We, as doctors, spend intellectually profitable years in 
essential training, and in building up a practice. If we lack 
the skill and fail to acquire the necessary knowledge ‘to 
make the grade,” we fall by the way-side. No one is inter- 
ested, (except philanthropically) in the intellectually de- 
ficient, in the honest, but inefficient, and in those with other 
inherent weaknesses, constituting the poorly medically equip- 
ped of our professional group, who are not able or who are 
unwilling to keep abreast of the progress of medicine. No 
one puts any premium on mediocrity. There is hardly se- 
curity among the mediocre. 

How different it will be when mediocre medical men will 
have financial stability furnished by the capitation fee of 
the compulsory health insurance system. The inevitable 
eliminations which take place in a free system of individual- 
istic practice will become negatived by a system which regi- 
ments the public into groups and assigns them to any who 
are licensed by the state to practice, on the same basis of 
earnings as all other doctors! Surely mediocrity here gets 
its unwonted reward and acquires security! 

The system seems devised to provide survival of the unfit 
and the weak, and to handicap the fit and the strong. I 
would that there were other means available to help the 
weak and the unfit and translate them to better things. To 
do so at the expense of the competent, requires the public 
health to pay the price of this misplaced philanthropy. 

The doctor, under compulsory health insurance, will soon 
acquire the supple back which permits easy bowing to medi- 
cal overlords who will demand many consultations to prove 
that the insurance client is getting only his rights, rather 
than consultations to seek solution of medical case problems. 

The doctor surely will get a degree of security, but a 
medical career (except a bureaucratic one), will be denied 
him. If perchance there should still remain with him some 
inherent spark of what we today recognize as qualifications 
denoting the great physician, and if he accidently happens 


to use his brain and exercise his independent medical judg- 
ment, and his insurance client gets more than panel prac- 
tice allows, he will soon find discouragement and disillusion- 
ment from officialdom. The spark of real medicine in him 
will die, and he will sink to the average level of the medico- 
political mass of panel practitioners, the one barely differen- 
tiated from the other. 

I oppose compulsory health insurance because it takes away 
initiative ; it fixes permanent limits to the strata of the people. 
It prevents their rise to better comfort levels. It is an un- 
bearable and unjustifiable tax burden; it offers poorer medi- 
cal service than we now have. It does not enhance preventive 
measures, it creates a medico-socio-political machine. For 
the medical man it would provide a degree of security but 
no career, and would fix him also in a given income group 
for life. It would make a politician out of him. This it 
would accomplish by changing the stress and emphasis in 
medical education from a search for Nature’s secrets and 
hidden truths, to learning how to be a diplomat, and how 
to co-ordinate himself to governing and controlling author- 
ity. It would remove the zest of practice, and make of the 
profession a group of job-hunters and job-holders who would 
be principally concerned with their jobs, how to hold them 
and how to develop them to make them yield more money 
with less work. It would end the personal confidential re- 
lationship of doctor and patient—substituting therefor a 
medical officer and an insurance client; and it would at- 
tract to medicine a class of individuals who should never 
have entered the study of a profession and otherwise never 
would have even tried to do so. It would restrict and hamper 
the individual physician in the exercise of his best judgment 
in treating patients because it would formularize therapy 
to keep the costs low. 

The administrative machinery which it would set up, 
would be so great numerically, and have such political im- 
plications that the doctor would be lost in the machinery, 
and become the negligible factor in the set-up. This ma- 
chine would dictate the course of medical education and it 
also would control the practice of medicine. In the legis- 
lative halls of the country it would create a class-conscious 
group whose efforts toward controlling legislation would 
make all hitherto known pressure groups and lobbies look 
Lilliputian in comparison. In the end, this, and the tax 
necessary to finance it would fundamentally change the 
status of labor, and the very pattern of our government. 

Compulsion in laws always is a trend toward totalitarian- 
ism. Compulsion implies popular obedience. Regimentation 
of the public becomes easier where a bureaucracy is firmly 
established which reaches into every home, and which makes 
the public dependent upon it for largess in the form of 
medical care, and cash benefits. The malingerer becomes the 
best political asset of the political boss of this medico-political 
machine. 

To agree perfectly with the foregoing you must have 
practiced, not in the cloistered quiet of the research labora- 
tory, nor in the philosophic calm of the professorial chair, 
but in the field, among the poor in their ill-ventilated, un- 
sanitary rooms and cellars, in the flats of the workingman 
clustered and littered with the impedimenta of underprivil- 
eged life and existence. You must know the rough and 
tumble of practice among the great middle class with its 
keen competition which rewards efficiency and honors knowl- 
edge. You must have lived through and comprehended the 
vagaries and the fads of the rich and known exactly how much 
“tinsel” it is necessary to dangle before their star-eyed gaze 
so as actually to give them good medical service, for they 
too are almost as much exploited because of their money as are 
the underprivileged for their lack of it. In other words, you 
must have lived through your medical generation to com- 
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prehend it, and from the knowledge thus gained you are in 
a position to know what to recommend in the changes which 
are taking place about us. 

The Medical Society of the County of New York stands 
at the cross-roads. With the prestige of an honorable career 
in the public interest dating from American colonial times, 
our county has had its share in shaping medical policy in the 
past. 

‘True to this heritage, | bespeak your firm opposition to the 
siren voice of sentimentalists who have no true knowl- 
edge of the necessary intangibles inherent in good medical 
practice, and who would arrange for its sale to the public 
on the same basis with which commodities are delivered. 
‘These estimable people—social workers for the most part,— 
do not realize that in selling medical care they sell some- 
thing vastly different from a commodity. 

I ask that we try to prevent the effort to stampede us 





from our position which is based upon knowledge. We want 
no half-measures. We want a much more inclusive pro- 
gram and we want to take our part in formulating it. In 
doing so, let us see to it that the doctor’s interest, and his 
medical career are safe-guarded to the end that we shall 
have better doctors. That safe-guarded, the public de- 
pendent on us will, as a consequence continue to receive a 
high quality of medical care. No compulsory health insur- 
ance plan of which I have knowledge makes any pretense in 
this direction. We must not accept a pattern of medical 
practice which inherently provides so evident a progressive 
deterioration of the doctor. In the long run, the kind and 
quality of medical care that the people receive depends on 
the type, education and actual medical practice of the pro- 
fession. Compulsory health insurance encourages a poorer 
type of doctor. The public is the loser in the deterioration 
of its health under this regime of compulsions. 


Freedom of Science 


A CIVILIZED DEMOCRACY DEMANDS PATIENCE 
By LEWIS B. SCHWELLENBACH, U. S. Senator from Washington 
Delivered at the University of Pennsylvania, February 12, 1939 
Under auspices of the Lincoln’s Birthday Committee for Democracy and Intellectual Freedom 


HREE hundred years ago, science waged a desperate 

battle for its freedom. An Italian astronomer, Galileo, 

studied the stars in their heavenly courses. A burn- 
ing issue arose over his right to tell what he saw. Many 
feared that if he told what he saw he would undermine re- 
ligious faith. Galileo was himself a deeply religious man. 
He was so deeply religious that he had faith that religion 
had nothing to fear from the truth. He recognized, as all 
civilized men have come to recognize, that truth has nothing 
to fear from truth. That is why the freedom of science 
is the very basis of civilized progress. For it is the freedom 
of men of learning in the pursuit of knowledge to think and 
to declare the truth as it is given them to see it. 

Since the days of Galileo, until very recently this has been 
venerally cherished throughout the western world. The 
martyrs in the struggle for freedom of science seemed to 
belong to an age of “Old, unhappy far-off things, and battles 
long ago.” ‘The most cruel fate up to the present that had 
befallen the modern man of science was indifference or ridi- 
cule. By and large, he was permitted to go his way in peace. 
Society accepted gratefully, if sometimes belatedly, his con- 
tributions to the advancement of living. 

But today, in many parts of the world, the scientist would 
count himself blessed if he were simply looked on with in- 
difference. In some countries, the scientist has become the 
bond-slave of the ruling political party. He has been forced 
to lend the cloak of science to what is in fact stark brutality. 
There are many who could not remain in their scientific 
posts if they would, this because of the accident of their 
birth. There are many others who could remain if they 
chose to do so. They, however, have preferred exile and 
poverty in the cause of truth to personal well-being in the 
cause of deception. These scientists stood firm against in- 
trigue, entreaty and threats. They refused to lend the name 
and prestige of scientific authority to myths and pseudo- 
scientific propaganda. They chose rather to be homeless 


wanderers than to forsake the only aspiration that made 
life for them worth living—the aspiration for knowledge. 
Some of these men of science we have welcomed to our 


own shores. We are receiving from them the priceless gifts 
of their genius. In laboratories, in hospitals, and in class- 
rooms they are adding to our knowledge and well-being. 
To all of these modern martyrs, those who have found 
refuge and those who have not, we should bare our heads 
in the profoundest admiration and respect. 

In our own country, the man of science enjoys a liberty 
as great as at any time in the past. The spirit of intoler- 
ance, of bigotry, of brutality, has not penetrated to the 
scientific laboratory. There are several reasons, I think, 
why we have preserved our scientific freedom. One is that, 
as a people we have too strong a sense of humor to allow 
ourselves to be deluded by intolerance posing as a new gospel 
of science. Consider, for example, the racial theory now 
current in certain lands abroad, which is expounded in the 
following way in a recognized foreign textbook: 

“We can advance the assertion at the base of all 
Racial Science; there is no concept of ‘human being’ 
(‘man’) in contradistinction to animals separated by 
any physical or mental trait; the only existing differen- 
tiation is between Nordic man, on the one hand, and 
animals as a whole, including all non-Nordic human 
beings, or sub-man, who are transitional forms of de- 
development.” 


We may not all be familiar with the scientific answers to 
this line of nonsense. However, we have enough humor, 
speaking of animals, to see the wolf of intolerance in the 
sheepskin of science, and to dismiss the whole thing with 
a laugh. 

This meeting is held on Lincoln’s Birthday—in the City 
of the birth of American Freedom. The choice of time 
and place is propitious. More dramatically at least than any 
other man in history, President Lincoln demonstrated his 
belief in freedom and liberty. It is interesting that he 
should have had a dramatic part in our history. He was 
not a dramatic man. He was simple. He had a profoundly 
deep understanding of what American political democracy 
really meant. 
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Let me read you just a short excerpt from some remarks 
he made at Edwardsville, Illinois, September 13, 1858: 


“What constitutes the bulwark of our own liberty 
and independence? It is not our frowning battlements, 
our bristling, sea-coasts, our army and our navy. These 
are not our reliance against tyranny. All of these may 
be turned against us without making us weaker for the 
struggle. Our reliance is in the love of liberty which 
God has planted in us. Our defense is in the spirit 
which prizes liberty as the heritage of all men, in all 
lands everywhere. Destroy this spirit and you have 
planted the seeds of despotism at your own doors. 
Familiarize yourselves with the chains of bondage and 
you prepare your own limbs to wear them. Accus- 
tomed to trample on the rights of others, you have lost 
the genius of your own independence and become the 
fit subjects of the first cunning tyrant who rises among 
you.” 

Last December more than 1200 leading American scien- 
tists demonstrated that they did not propose to familiarize 
themselves with the chains of bondage when they said: 


“We firmly believe that in the present historical 
epoch, democracy alone can preserve intellectual free- 
dom. Any attack upon freedom of thought in one 
sphere, even as non-political a sphere as theoretical 
physics, is in effect an attack on democracy itself. When 
men like James Franck, Albert Einstein or Thomas 
Mann may no longer continue their work, whether the 
reason is race, creed or belief, all mankind suffers the 
loss. They must be defended in their right to speak the 
truth as they understand it. If we American scientists 
wish to avoid a similar fate, if we wish to see the world 
continue to progress and prosper, we must bend our 
efforts to that end now.” 


So long as that spirit remains indomitable, science will 
assure its own freedom. So long as scientists are ready to 
refuse to yield to corruption or intimidation, the future of 
science is safe. No country can afford in the long run to 
throw over-board the talents of its best minds. A country 
that is forced to get along with a second-rate science con- 
demns itself in the modern world to being a second-rate 
country. That is an inexorable truth that we in America 
understand. 

Freedom of science in the full sense can thrive only if 
economic and political democracy thrives. That is why I 
was glad to accept the invitation to this meeting which has 
as its purpose the protection of freedom of science in America. 

But men of science must know that the perpetuation of 
their freedom depends upon the perpetuation of the political 
freedom of all our people. They cannot and they must not 
rest the future of this freedom they so much cherish upon 
the smug satisfaction that they are safe in the cloistered 
confines of a scientific laboratory. They cannot brush aside 
their responsibilities of citizenship with the curt rejoinder 
that government is not an exact science and that the respon- 
sibility for its operation rests in the hands of politicians who 
are so unscientific. 

I will be the first to admit that government is not an exact 
science. That is particularly true of a democratic one. But 
it is a process of trial and error. This, after all, is the 
ultimate in the procedure of the most careful scientist. We 
do not have opportunity to work under conditions favorable 
to accuracy which can compare with those of even the most 
meager laboratory. I will admit that since governments are 
political they must be operated by what are usually con- 
temptuously referred to as politicians. We make mistakes. 
I do not attempt to defend them. I only say that we do 
try so much harder than people generally understand. 


And in these troublous times, we need the help and the 
understanding of those to whom has been given the oppor- 
tunity of scientific training. 

Political freedom has been much more difficult of achieve- 
ment than freedom of learning. Indeed, it has been a much 
longer and harder struggle for the common man to achieve 
political freedom than for the scholar or scientist to acquire 
freedom to pursue knowledge whither the quest for truth 
led him. The common man, I believe, has always desired 
political freedom for himself. He has, however, been slow 
to learn that his own freedom ultimately depends upon the 
equal freedom of all, even those whose views of government 
he may, upon occasion, dislike and even profoundly detest. 
It was only after centuries of struggle that the common 
man realized that political democracy was possible only if 
the right of all men—without regard to wealth, race or 
religion—to express their political opinions freely and pub- 
licly, was scrupulously safe-guarded. Freedom of thought is 
the very cornerstone of a democratic society. 

In Thomas Jefferson’s original draft of the Virginia Bill 
for the Establishment of Religious Freedom, we find these 
words, “The opinions of men are not the object of civil 
government or under its control.”” No one, certainly not I, 
can improve on that language. 

We must have an atmosphere of free expression if we are 
to have the benefit of fearless political discussion. This is 
the surest guarantee of orderly change and the surest pro- 
tection against the forces of disorder. Nothing is so dan- 
gerous as the belief that any part of our political society 
should be beyond citicism. No one generation’s judgment 
as to the essentials of good government can be unerring. As 
the inquiring mind of Galileo made it possible for man to 
preserve his religious faith on an earth that moves, so politi- 
cal criticism today may point the only way of preserving 
tomorrow our democratic faith. The earth does move, and 
it is the spirit of free inquiry, whether in science or in 
politics, which enables man to adjust himself to its move- 
ments. 

We must unscrupulously maintain freedom of discussion if 
we are to develop our responsibilities as a people by choos- 
ing rationally the path we wish to follow. That is why 
freedom of thought and freedom of speech, with the result- 
ing duty of making up our minds honestly and courageously, 
is at the very heart of the faith in democracy necessary to 
protect the pursuit of knowledge. 

This faith in freedom of expression requires constant 
devotion. Perhaps more so today than ever before in mod- 
ern times. All about us, and all too close at hand, we see 
the forces of intolerance at work—forces intolerant of de- 
mocracy, of science and even of religion. We have seen them 
in all too many shapes and forms. ‘They preach a doctrine 
which is the antithesis of that spirit of tolerance which is 
so essential to the perpetuation of our institution—democ- 
racy. Fear, hatred, distrust and bigotry—these are the tenets 
of their faith. 

We must realize the grave danger to civilization that lurks 
behind these forces. They must be dealt with resolutely if 
the freedom and dignity of the common man is to be pre- 
served. They must also be dealt with resolutely if the 
freedom and dignity of the scholar and scientist is to be 
preserved. 

That resolute determination must carry with it an under- 
standing of three basic principles of democratic machinery: 

First, it must give to every citizen equality of opportunity 
to participate in government which is free from coercion or 
fear on the one side and free from impossible promises of 
reward upon the other. 

Second, the minority in a democratic community must 
recognize the right of the majority to govern. At the same 
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time, the majority must insure to the minority the same 
degree of justice which it demands for itself. Failing in this 
obligation, the majority becomes merely a mob. When the 
majority becomes a mob, democracy fades out. 

Third, a democratic government must be a government of 
law. A civilized democratic community demands that all 
classes within it respect its law. If respect for law is to be 
maintained, the law must reflect the community sense of 
justice and not the demands of any class or group. If the 
law reflects the community sense of justice, no class or group 
may defy or set itself above or beyond the law without 
bringing upon itself the just resentment of the whole com- 
munity. <A civilized democracy demands patience and self- 
restraint from all its citizens. 





These three, more or less mechanical requirements of dem- 
ocratic machinery, may all be summed up with the simple 
word tolerance. It is the very essence of democracy. If 
we are to preserve democracy here, we must safe-guard and 
protect the future pathway of our national life lighted by 
the softened light of tolerance. Men of science are trained 
to be patient. Men of science are trained to give full faith 
and credit to the opinions of those with whom they disagree. 
The very training of men of science should make them more 
tolerant than the average citizen even of an American de- 
mocracy. As one engaged with the problems of government, 
I welcome you to this fight to preserve and protect freedom 
and liberty not merely for scientists but for all men in an 
enlightened America. 


Paper Money 


A NATIONAL AND INDUSTRIAL HAZARD 
By JAMES D. MOONEY, Vice President and Export Manager, General Motors Corporation 


Presented at a joint meeting of the Detroit Section American Society of Mechanical Engineers and 
The Engineering Society of Detroit and its Affiliated Organizations, Detroit, Michigan, January 18, 1939 
[Copyright James D. Mooney, 1939] 


ONEY has been called the root of all evil. That, 
we know, isn’t entirely correct. We have all had 
some very pleasant experiences with money. But 

when speaking of paper money, from a political, economic 
and international standpoint, I think it safe to say that this 
medium of exchange hits an all time high for trouble-making 
possibilities. 

Perhaps you have never been jolted by paper money “on 
the rampage.” Such disasters have occurred in this country 
in the past. But for a quick understanding of the potential 
explosiveness of paper currency you must look it over today— 
internationally. 

[ made my first trip abroad with the American Expedi- 
tionary Forces as one of the two million men who went over 
to France to make the world safe for democracy. And dur- 
ing the past twenty years | have spent about half of my time 
abroad. 

It has been my good fortune to occupy a front seat at 
many political dramas during those twenty years—the throw- 
ing out of royalty in several European countries, many revo- 
lutions in Latin America, the experiment in so-called com- 
munism in Russia, and the war crisis in Europe in September. 

Besides, I have always had a financial stake in the outcome 
of the drama. And as you very well know, such an interest 
has a way of sharpening one’s powers of observation, and of 
deepening one’s insight into what is really going on. 

For a quarter of a century I have reviewed the fantastic 
parade of economic experiments in many foreign countries. 

I watched the debacle of the German Mark—the Central 
European currencies—then the French and Belgian devalua- 
tions—the English move to a free gold market—the sideshow 
of Australia and New Zealand discounting their own cur- 
rency against Sterling—the entertaining experiments of the 
South American countries—the drama of the Tripartite 
\greements and the subsequent devaluation of the Franc. 

And then—the most significant spectacle of all—the de- 
valuation of the dollar! 

Twenty years’ experience in dealing in international cur- 
rencies has convinced me of one thing, and I say it at the 
risk of being judged a sour cynic. I am as skeptical of paper 
money as | am of beer bottle labels. 

I refuse to stand by mutely while our country drifts into 
the quicksands of inflation. 


Out of my experience, then, may I tonight simply make a 
report to you on my observations of current financial haz- 
ards. May I give you a picture of the havoc financial chaos 
creates in a national economy and industry. 

In my report and recommendation I want to establish these 
five ideas: 

First: That excessive government spending, the expansion 
of credit into unproductive effort, deficit financing, the build- 
ing up of a huge public debt, in other words, budgetary in- 
flation is just as dangerous a hazard as currency-tinkering 
or currency inflation. 

Second: That budgetary inflation is under way in this 
country right now. 


Third: That our price structure will be distorted by this 
budgetary inflation. 

Fourth: That the American family depending on salary, 
wages, a fixed income from savings, life insurance or annuity 
will take a bad beating in its standard of living because of 
the high prices that will be induced by the inflation. 

Fifth: That administrators and managers will need to be 
very wide awake and skillful during the next several years 
to guide their industrial projects through the rather violent 
distortions and fluctuations in prices that will be induced by 
rapid changes in the value or purchasing power of our paper 
dollar. 

Each economic short-cut is always hailed as a panacea—a 
sure cure-all for the economic ills besetting the country in- 
volved in the experiment. It is perfectly true, of course, that 
a National Economy, like a balloon, can be blown up, but 
what is often forgotten apparently is that it can also blow up. 

Overlooking the fact that many of the schemes are as 
old as mankind, many governments seem to have hoped that, 
by giving the old fallacies new names, or new settings, they 
could endow them with new virtues. 

Sometimes it seemed as though nations deliberately closed 
their eyes to the fact that economic laws are as all-pervasive 
as the Law of Gravitation, and that they work as inexorably 
and inevitably. 

Here is the really distressing thing. Usually the experi- 
ment about to be undertaken has been tried before in the 
recent or dim past. Some country equally eager to find the 
royal road to prosperity has met inevitable and tragic failure 
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before getting back to the solid ground of economic truth. 
But such experiences are as a rule ignored by nations bent on 
experiment. 

Today, most governments, including our own, have be- 
come financial “jitterbugs.”” They whirl and hop to mone- 
tary tunes that seem dazzling but are simply dizzy. 

In this country, the drive for “cheap” money has become 
a government fetish. “Cheap” money brings higher com- 
modity prices—prosperity, say these economic medicine men. 
But what is price? 

Merely the common denominator for VALUE! 

What influences value? 

The physical expression of that inexorable law 

AND DEMAND! 


What characterizes inflation? 


The abnormally rapid rise of prices or the general price 
level! 


SUPPLY 





Our chart shows clearly that the major peaks in prices in 
the past 140 years have been the result of currency and credit 
inflations resulting from disturbances caused by war. 

Each period of price rise has been characterized by what 
appeared to be prosperity. But each has been followed by a 
collapse of prices, years of depression, hardship. Bankruptcy, 
unemployment, hard times have followed for a generation or 
two. 

The price-stimulation brought about by war is like a hypo- 
dermic— it looks all right and feels all right while the hypo 
is working, but the after effects are inevitable, and disillusion- 
ing. Economic jitters are as real and as inevitable as the 
morning-after “hang-over’’—and they always include the pen- 
alty of going back and starting over. 

The loss of momentum is appalling! The period of re- 
trenchment and retracing is sheer economic waste. It is the 
penalty for mirage-chasing. Every time a nation pursues 
economic will-o-the-wisps it must return to the starting point 
of its fanciful journey, and struggle ahead from there. 

If financial and industrial men were united against the bad 
habit of money tinkering, and its inevitable trend towards 
devaluation, we might hope to prevent such economic and 
financial experimentation by our Government. 

We Americans are concerned with many things—foreign 
entanglements—he possibility of war—labor disputes. Put 
money and prices at the top of your worry list. They are 
unquestionably the greatest potential menaces to our de- 
mocracy. 

I would compare money tinkerers with the termites which 
attack the houses we live in. They begin their destruction 
imperceptibly—they bore from within. Years pass before 
their victims realize what is going on. 

That is what happens with inflation. The foundations 
of our monetary structure become thoroughly rotten before 
the condition is apparent to the surface observer. 

Napoleon and his war—Grant and Lee and their war—are 
many years removed. So are the disastrous inflations which 
they caused. Yet those remote inflations set the pattern for 
today’s financial picture in the U. S. and throughout the 
world. They still cast their shadow on today’s money rates 
and uncertain industry and trade. 

Conditions then were on a smaller scale, but absolutely 
true to the current scene. 

A decade of deficits shows us very clearly that genuine 
business recovery hinges on confidence which justifies the 
long-range investment of private capital in productive en- 
terprise. 

Private investment indeed is the well from which national 
prosperity draws its supplies, and to prime the pump of a dry 
well is an expensive indulgence in futility. 










Unemployment and poverty are perhaps greater today than 
at any time in the world’s history. Despite our higher stand- 
ards of living and the great progress that has been made, a 
larger number of people find it increasingly difficult to gain 
employment or to find markets for their products. 

The causes of these conditions do not seem to be new. 
They seem to be the same economic and financial causes which 
have plagued civilized society as far back as we have knowl- 
edge of money and trade. 

The results of inflationary disasters are complex, the causes 
comparatively simple: Disequilibrium among commodity 
prices—unbalance of relationships between the purchasing 
power of producers and consumers. 

Behind these diseases may be the irritations of: Currency 
debasements, inflation schemes, trade restrictions, and other 
political and economic devices designed with good intentions, 
but without knowledge of their destructive effects. 

Every sweeping change in the general price level tends to 
produce ultimate disequilibrium in prices among various eco- 
nomic classes. This is true whether prices be rising or fall- 
ing. Prices of raw materials and farm products are far more 
volatile than those of finished goods. 

Due to these forces, prices rise higher and fall lower on 
every extreme movement. 

Each price movement of this nature results in unbalanced 
purchasing power among the population. 

Another chart shows the divergent trends that occur at 
times in prices of certain economic classes of commodities, 
another shows the confusion of movements among the more 
volatile commodities included in raw materials and farm 
products. 

The striking non-uniformity or individuality portrayed by 
the commodities is caused entirely by the varying supply-de- 
mand conditions applying to each. 

The common agreement in trend of all commodities, espe- 
cially from 1928 to 1938, is occasioned in part by the simul- 
taneous derangement of supply-demand conditions induced by 
depression influences and in part by changing value or pur- 
chasing power of money. 

Inflations and price advances cause excesses in business 
and overstocking of goods by producers and consumers alike. 
These conditions promote extraordinary activity for a few 
months. The aftermath is a collapse, with unemployment 
and closed markets, caused by unbalanced purchasing power. 
The hard times that follow bring demands for social change 
to relieve these conditions. The real relief is to prevent the 
occurrence of conditions which cause business and financial 
collapses. One of the most powerful forces in preventing the 
recurrence of these conditions would be keeping a sound, 
stable money and credit. 

Sound money means money convertible into a known quan- 
tity of gold, such as the people of the United States and 
England have been accustomed to most of the time for more 
than 100 years. During these 100 years the world has made 
its greatest strides benefiting all classes of humanity and, most 
of all, the living conditions of the industrial classes. 

Further proof of the benefits of stable currency could be 
drawn from the history of finance, if space permitted. 

All of our capital goods today are the result of saving and 
investment on the part of individuals and corporations. 

We hear much about cheap money and no doubt many of 
you wonder why with the present low rates for money, cor- 
porations do not borrow and expand their plants and restore 
employment. The real reason is the uncertainty of the future 
value of this money. 

Corporation managers are much concerned with their 
ability to pay back borrowed money. That ability depends 
upon a market for the products. 
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‘The market for the products depends upon the purchasing 
power of the masses of people who consume those products. 
That purchasing power, in turn, depends upon the employ- 
ment of those people in useful occupations, producing prod- 
ucts which will furnish them with income to buy the products 
they need. 

Present uncertainties and maladjustments, which have 
yrown out of the fears created by currency depreciation, 
discourage every well-meaning, thoughtful industrialist from 
undertaking obligations with other people’s money. These 
men cannot be sure of carrying out their plans successfully. 

In turn, the investor has reservations about placing his 
money. He sees the low return on capital invested or in 
many cases no return but a deficit. Observing these factors, 
he naturally wishes to buy only the highest grade securities. 

The investor has been schooled to believe that a govern- 
ment bond is the safest investment. For the past 150 years 
that has been a truism in this country. In spite of the un- 
certainty of the future value of the money in which these 
bonds will be paid, the average investor still clings to this 
tradition. 

Only corporations which can offer the highest grade of 
credit (and that includes only a small per cent of worth- 
while corporations) can borrow successfully at reasonable 
rates today from the investing public. These conditions re- 
sult from fear, maladjustment, uncertainty in industry, a 
repercussion from currency debasement and trade control 
throughout the world. 

Future purchasing power of wages and salaries will de- 
pend entirely upon the amount of inflation or currency de- 
basement. ‘Che indexes of currency prices of gold and 
commodities show the relationship between currency prices 
of gold and commodities in several countries that have gone 
through inflation and re-adjustment since the World War. 

It can not be doubted that to the extent that we debase 
the currency in the United States we will experience the 
same re-adjustment experienced in these other countries, 
whether it be an extreme inflation or whether we stop with 
the present increase of 69 per cent in the price of gold. 

it will be noted on the chart that the adjustment of prices 
in lation to the currency and gold in the United States has 
not been completed as it has in other countries. But this is 
due jointly to the many controls, both national and interna- 
tional, and to the generally depressed business levels which 
reduce the commodity supply-demand component of price. 
Under these conditions we have managed our government 
and business affairs since the debasement of our currency. 

.t present we know that there are many conditions in this 
management holding back our success and prosperity. The 
evidence is found in the uncertainty of trade, the unwilling- 
ness of investors to provide capital for industry, the hesi- 
tancy of businessmen in borrowing capital. 

Much unemployment has been created by these maladjust- 
iments in purchasing power which result from fears of the 
future and of current domestic and international trends to 

strictions upon trade and commerce. 

Our current problems do not differ materially from those 
st other countries which have gone through more extreme 
inflations. 

lhe German inflation was extreme but as a result of this 
nflation the declining volume of domestic business in Ger- 
vany, caused by the loss of purchasing power, was so large 
that business came almost to a standstill at the peak of the 
inflation. It was at that time that unemployment was largest. 

When currency could be picked up in the streets of Ger- 
inany, working capital for industry could not be found. It 
was only by extraordinarily clever management that a corpo- 
ration succeeded at all. Corporations that kept out of debt 





and, as the inflation progressed, discouraged business expan- 
sion and waited for the restoration of a stable money su 
ceeded best. 

The savings of the German middle class were wiped ou! 
The expected increase in export trade resulting from cheap 
factory production was a myth—never materialized. Value 
of savings bank deposits, government bonds and first mort- 
gages declined almost to the vanishing point. 

The value of German insurance policies was virtually 
wiped out. Insurance companies had left, for the most part, 
only their physical assets. The recovery of valuable assets 
by estates, endowments and universities depended entirely 
upon their physical properties and in some instances was as 
low as 2 per cent. 

The investor in common stocks was not much more suc- 
cessful. Only a few of the better managed corporations 
were able to avoid financial reorganization and their stocks 
and bonds for the most part were valueless. 

Some such corporations succeeded, but the average in- 
vestor had little chance of being able to select these particular 
securities. It is not possible to state that investing in partic- 
ular industries would protect one’s capital. While the in- 
dustry was an important consideration, it was even more 
important to evaluate the management carefully. 

Some potash mines that were well managed were success- 
ful in preserving a portion of the investors’ capital and in 
some cases in enriching the investor. Other equally good 
mines, with less capable executive and financial management, 
had to be reorganized and all classes of their securities were 
pretty nearly destroyed in value. 

The pattern of the French inflation more nearly parallels 
that in the United States. But France went much further 
than we have gone up to the present time. 

The experience of French investors was striking. The 
value of the currency was reduced about 80 per cent, and, 
likewise, the purchasing power of government bonds. In- 
comes from investments in insurance, endowments, savings 
banks, too, were reduced almost in the same proportion, fol- 
iowing the first period of stability and revaluation of the 
currency. 

Nevertheless, these measures failed to bring stability. They 
only brought more uncertainty. 

Confusion in French industry and finance since the first 
revaluation of the currency has been even greater than be- 
fore. According to the information available, the cost of 
living in France at the present time is roughly 700 per cent 
of the cost of living in 1914, while the index of production 
in France is less than in 1914. 

The rise in the cost of living has not kept pace with the 
depreciation in the French currency. When the rise in the 
cost of living catches up with the depreciation of the French 
currency, it will be more than 1,200 per cent of the 1914 
level, provided there is no further depreciation in the paper 
money. 

Both the investor and the businessman have suffered be- 
yond all description in France as a result of the maladjust- 
ments caused by the inflation. 

Taking the average prices of +5 commodities [the French 
government wholesale price index] with July, 1914, as 100, 
commodity prices rose from 102 in 1913 to 718 in 1926 and 
declined to 347 in 1935, but have again risen to about 690 
at the present time. During this same period and as of these 
same dates, the index of French internal debt rose from 100 
in 1913 to the peak of 1,200 at the beginning of 1938. 

In 1926, when the French price level was the highest, the 
French internal debt was 890. During this same period an 
index of 121 industrial stock prices, embracing 20 industries 
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using 1913 as 100, rose to 507 in 1929 and has since de- 
clined to the level of 191 in the spring of 1938. 

It is very generally thought that common stocks offer a 
good refuge against inflation, but how effective are they? 

While the common stocks of some industries fared reason- 
ably well, others actually declined in terms of the depreciated 
paper money and the group as a whole failed by a wide mar- 
gin to preserve the purchasing power of the original invest- 
ment. These data show conclusively that investment in com- 
mon stocks unless made with very careful selectivity is a 
precarious undertaking. 

Very significant conclusions may be drawn from these data. 
It is obvious that the post-war inflation in France reached 
its height in 1926 when the price of gold in francs averaged 
607 per cent of its pre-war level. At the same time, the 
average price of 121 common stocks representing 20 indus- 
trial groups reached only 233 per cent of the pre-war average. 

Under the boom conditions prevailing in 1929, this stock 
average reached 507 per cent of pre-war price while the price 
of gold had dropped back to 492 per cent of the pre-war 
levels. Here for the moment was virtual balancing of com- 
mon stock appreciation with currency depreciation, but what 
has happened since? The common stock average at the pres- 
ent time is not far from 200 while the index of the price of 
gold in francs is approximately 1220. 

Compared with the common stock average of about 200 
at the present time, commodities are not far from 700 or ap- 
proximately 57 per cent of the value required to offset com- 
pletely the depreciation of the franc as compared with about 
1614 per cent for common stocks. 

There is a significant interpretation to be made of these 
comparative values at the present time. While both stocks 
and commodities are depressed by the low state of business, 
stocks are in a far more unfavorable position. Herein is 
one of the great industrial hazards. 

The inflationary conditions resulting in these changes have 
such an effect on government financing as to cause a terrific 
addition to taxes against industry which added to pyramid- 
ing material and labor costs seriously reduce profits if they 
do not utterly destroy them for most industries. The effect 
of such profit reduction is reflected quickly in the market 
price of the securities. 

Another significant point will be apparent on comparison 
of the indexes of internal debt and of the price of gold in 
France. On November 12, 1938, the French government 
in a decree revaluing the gold stock of the Bank of France, 
established the price of gold approximately 1220 per cent of 
its pre-war level. 

Is it merely coincidence that the internal debt of the 
i’rench government at the end of 1937 was 1200 per cent of 
its pre-war amount or have economic laws and financial 
pressure combined to make the French franc gravitate to its 
real value? 

What course does this suggest for the dollar if we do not 
balance our Federal budget? Do not overlook the signifi- 
cance of the cost of living index, not only in its past be- 
havior but in its inevitable future trend based on present 
values of the franc. We cannot avoid the same destination 
if we continue to follow the same paths. 

The investor in France has had a most unfortunate ex- 
perience. If in 1913 he had invested in the common stock 
of five textile companies, using his investment at that time 
as 100 per cent, and had held these investments until 1929, 
they would have been worth 986 per cent of his invested 
capital in terms of paper francs. But in the years following 
1929, the decline in the value of these investments would 
have reduced his capital to 133 per cent of his investment 
in 1913, and at the present time, 202 per cent, while the 
index of the cost of living is nearly 700 per cent. 








The investor in any class of French securities has fared 
badly. ‘There are, of course, those lucky people who were 
able to select shrewdly the right securities before the infla- 
tion and who were able to sell out at the peak of the inflation 
and hold while prices declined and business stagnated. These 
lucky investors were much better off than the average man. 
But most of us have to work on our job. 

We do not have the technical knowledge nor the time to 
hedge against inflation or secure the information to protect 
our investment. Moreover, there are very few people who 
do have, and those who succeed at it may be regarded as 
lucky instead of shrewd. 

Our paramount task is that of producing more efficiently 
better products and enabling the average man who has labor 
to sell to acquire income with which to provide him and his 
family with these products in order to raise his standard of 
living and comfort. 

This is the job of industry and industry can do this job 
and do it well if those in control of other factors will co- 
operate with us. One of the most important factors is that 
of money. A sound money and confidence in the future 
value of that money are as essential to stability and progress 
in industry as are tools and raw materials and the skill of 
workers. 

As already pointed out, the experiences with inflation in 
foreign countries prove that there is no dependable protec- 
tion, for either corporations, workmen or investors. The 
management of corporations proved to be the most important 
factor in those that live through periods of inflation without 
financial reorganization. 

One of the characteristics of industry during periods of 
inflation is that of rapid rise in prices and sudden collapse. 
This makes it extremely hazardous for the manufacturer or 
any other businessman. 

If inventories are purchased at high prices and prices sud- 
denly collapse, the loss may bring a financial reorganization 
in the business and result in great loss for the investor as 
well as unemployment for labor and hardship for the con- 
sumer. 

On the other hand, if prices rise sharply and inventories 
are not acquired at reasonable prices, the producer operating 
from hand to mouth in order to be constructive, may find 
that he cannot compete with his competitors for a time. He 
may be compelled to do business at a loss. 

In other words, inflation forces producers and merchants 
into the business of speculating on the future of prices. Mal- 
adjustments created by this speculation and the ups and 
downs of business cause unemployment and a general decline 
in business in all directions, with attendant reduction in con- 
sumer purchasing power. 

Engineers and builders can not make long-time future 
commitments on contracts because if they do, and provide 
themselves at present with the materials and equipments to 
meet these contracts, they may find their costs of carrying out 
the work so increased that they will lose money in the end. 

If they do not provide themselves at present with materials 
and equipment to meet long-term future contracts they may 
find the prices of these materials so advanced that they are 
unable to complete the contract. 

The control of inventory and the problem of business 
management resulting from price changes caused by periods 
of inflation and deflation are provocative of the most de- 
structive influences upon manufacturing and business in gen- 
eral. The primary causes of these ups and downs are un- 
certainty of the value of money and the debasing of the 
currency. 

Any industry that borrows new capital at the present time 
and expands its plant to produce necessary products may find 
that it is unable to market these products and return the bor- 
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rowed capital over the next few years, because of the disloca- 
tion of consumer purchasing power resulting from the rapid 
changes in prices caused by the inflation and deflation of 
money and credit. 

It is just the fear of these conditions that has brought 
the present capital markets almost to a standstill. This 
country is in need of vast new industries. Material goods 
are abundant and unemployed labor would like to have these 
jobs. But the uncertainties of the future of the market and 
the uncertainties of the future value of money and the un- 
certainties of the ability of the industries to borrow money 
and carry through industrial expansion and pay that money 
back, deter present necessary plant expansion. 

Poverty, depression and hardship have followed in the 
wake of every inflation recorded in history. There is no ex- 
ception. Every evidence that we can find from both history 
and experience causes us to shudder with fear if this country 
is to have any further inflation experiences. How can we 
avoid inflation? 

Up to the present we have devalued our currency 41 per 
cent. We have more than one-half the world’s gold supply. 
We have had eight years of government deficits and feel rea- 
sonably safe in forecasting deficits for at least two years more. 
‘The government debt will undoubtedly far exceed 40 billion 
before we can turn around and get away from deficits. 

In the past the road to inflation has always been through 
government deficits. ‘To quote Ernest Hemingway from his 
‘Notes on the Next War”: “the first panacea for a misman- 
aged nation is inflation of the currency; the second is war. 
Both bring a temporary prosperity; both bring a permanent 
ruin. But both are the refuge of political and economic 
opportunists.” 

If we are to avoid the destruction of inflation, drastic and 
strong-arm methods must be applied and applied immediately. 
In order to avoid inflation, every thinking businessman in 
lis country would willingly stand increased taxation to facili- 
tate orderly retirement of the government debt, in spite of 
the present burden of taxation. 

Conditions in the United States today indicate that unless 
trade and industry are encouraged, debt and inflation will 
overtake us as they have many other countries. 

Imagine, if you will, the disastrous height to which this 
Federal debt will climb, should we become embroiled in an- 
other major war at a cost of 10 to 15 billion dollars per year. 

Two years of such a war would probably increase our 





Federal debt alone to over $500 per capita. Compare this 
with the trend levels of production and visualize what prices 
will have to do if we do not directly and deliberately re- 
pudiate the debt! 

In my discussion of the impending menace of paper money, 
I have tried to present some factual evidence. I have tried 
to point out the inevitable results of currency tinkering and 
budgetary inflation in terms of long human experience. 

Every point I have discussed is thoroughly supported by 
actual facts and figures, not by mere theory and conjecture. 
Centuries of experience have taught us the fundamentals 


-of sound world economy for the welfare of mankind. 


However, it is you who must make an important decision 
—to start and actively support a program of immediate re- 
trenchment for the safety of our economic system. 

Industrialist, financier, engineer, employer, farmer, must 
unite for the common good—not simply in passive disap- 
proval, but in active measures. Remember! What has hap- 
pened elsewhere can certainly happen here! 

Our national policy has taken the brakes off spending— 
thrown the throttle wide open. United action against this 
dangerous policy now can head off its inevitable result— 
economic disaster. 

Don’t let the machine get out of hand. Let us apply the 
brakes of a balanced budget—the safe, sane, practical way to 
prevent a serious crack-up. And we will certainly have a 
crack-up unless spending is decreased, earnings and produc- 
tion increased. 

If you accept the principles laid down in this discussion— 
if you realize the serious state of the situation—you must 
admit a share in the obligation to do something about it! 

The legislators who represent you at governmental seats 
must be aware that you disapprove current government 
spending policies. Your associates in business must be won 
to the mutual cause of economic safety. Every effort should 
be made to throw the glare of publicity on the follies of the 
current government fiscal and trade policies. 

There are many organizations in America opposed to 
ruinous trends in government. Join—cooperate—with these 
clear-sighted groups. It is your duty as an intelligent cit- 
izen. No one man, or single group of men, can prevent eco- 
nomic chaos in this country if present trends continue. The 
road to safety lies in the united action of all patriotic, intel- 
ligent Americans! DO YOUR BIT TO CHECK THE 
SPENDING! 


Old Age Security 


PLUCKING THE GOOSE TO GET THE MOST FEATHERS 
By ROBERT LUCE, Congressman from Massachusetts 
Over the Columbia Broadcasting System, Thursday, February 2, 1939 


country has ever seen. Three years and a half ago 

Congress enacted a bill meant in part to provide 
security for workers who had reached the age of 65. The 
system has now been under way for two years, long enough 
to warrant appraisal. It has registered about forty-three 
millions of our people, a third of the total population, a half 
of those old enough to work. From them it has now taken 
a thousand million dollars. Barring the relatively small 
amount necessary for administrative expenses and benefit 
payments, this money has gone into what is commonly called 
and supposed to be a reserve fund, corresponding to that 


ET us consider the most remarkable fiscal fraud this 


of a life insurance company. That was what I believe to 
have been expected by most Congressmen and certainly was 
the expectation of the public at large. Many of you will 
be astonished to know that nothing of the sort has taken 
place—indeed that it was not intended by the men who 
shaped the law. Their purpose was to use the money for 
the running expenses of the Government or for reduction 
of the public debt. a 

To that end we have already seen a thousand million dol- 
lars taken for the most part from the poorer half of our 
people. It is but a starter, for forty years from now if the 
cheat is not stopped forty-seven thousand million dollars, 
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nearly a quarter more than the total of our present public 
debt, will have been squeezed mainly out of the scanty purses 
of our less prosperous men and women, for though only half 
will be taken from their pay envelopes, the other half paid 
by the employers will through higher prices for everything 
we buy be paid by the consuming public, which includes 
everybody, with the poor in both number and expediture 
greatly exceeding the rich. 

Evidently, however, there is no intention of ever using this 
forty-seven billion dollar pretense. If, however, the Treas- 
ury should unexpectedly become so flush as to be willing 
to turn some of these idle certificates into real money, there 
is nothing to assure us that a Congress will consent to re- 
placing them with genuine bonds, for the interest on bonds 
must be paid in cash instead of by bookkeeping entries, and 
at maturity the principal must likewise be paid. Who can 
imagine that the next generation of Congressmen will pro- 
vide the necessary taxation, or will more than double what 
is now the public debt? Remember that bonds are nothing 
but the promise of this generation that the next will pay. 

This consideration applies not only to the ridiculous re- 
serve fund, but may be of more importance in the matter 
of the pensions the law is supposed to provide. It is figured 
that after thirty years from now the total of these pensions 
will have so increased that Congress will have to raise from 
two hundred to fourteen hundred million dollars a year to 
cover the deficit entailed by paying pensions the law now 
prescribes. The retort is that it is inconceivable the ;Gov- 
ernment will not meet its obligation, unthinkable that it will 
lower the pensions now offered. The faith of the United 
States is indignantly averred to be inviolable. How about 
that? Let us see. 

In 1869 there was enacted a law reading in part: “The 
faith of the United States is solemnly pledged to the pay- 
ment in coin or its equivalent of all the obligations of the 
United States not bearing interest, known as United States 
notes, and of all the interest-bearing obligations of the 
United States, except in cases where the law authorizing 
the issue of any such obligations has expressly provided that 
the same may be paid in lawful money or other currency than 
gold and silver.” 

Note that the faith of the United States was “solemnly 
pledged.” This clear, definite, positive assurance is still on 
the statute books, not even yet repealed. 

In April of 1933 the Secretary of the Treasury invited 
subscriptions for $500,000,000 of bonds and in the invitation 
to the people to subscribe he made the promise that the prin- 
cipal and interest would be payable in United States gold 
coin of the present standard of value. Yet within two 
months Congress in devaluing gold declared that every pro- 
vision of any obligation purporting to give the obligee a 
right to payment in gold or a particular kind of currency 
was against public policy. 

In view of this complete violation of faith solemnly 
pledged, who will say that any assurance of government is 
beyond the reach of the sacrilegious, the avaricious, the 
greedy? 

Greed, indeed, is one of the greatest dangers this program 
invites, though in another way. The mere existence of the 
deception that there is a fund of forty-seven billion dollars 
of idle money will invite every ambitious section, class, 
group, or other special interest to try to get a piece of the 
pie. It will encourage extravagance. It will discourage 
reduction of the public debt. Aimed at the Security Law 
itself, there will develop pressure, probably irresistible be- 
cause so plausible, to lower the age at which pensions will 
begin, or to raise the size of pensions, or to broaden the field 
of benevolence by taking in the families of pensioners. 








Attempt to forestall the future by setting forth now what 
the pensioners are allowed to think inviolable contracts to 
be carried out many years later, takes no account of the 
changes in the buying power of money through inflation 
or otherwise. To be sure, this applies to all forms of in- 
surance, but it is peculiarly undesirable that a huge national 
debt shall have the possibility of tempting a future Congress 
to halve the burdens by inflationary legislation. 

It will be some years yet before the needs of the system 
will call for the contributions from employers and wage- 
earners now required. Meanwhile these contributions are 
in such a time as this unusually burdensome and a needless 
brake on return to prosperity. The small corporation of 
which I am best informed, long my own mainstay, has had 
its taxes, including those for security laws, increased five-fold 
in four years. Perhaps in time these can be passed on to 
the consumers, where they must go if the business is to 
survive, but meanwhile the situation is critical for many 
thousands of business enterprises. One relief to them and 
therefore one help to the revival of prosperity would be 
found in letting us pay only what the Federal security 
system must have to meet its current obligations. As things 
are going now, rare is the business man who is not trying 
to reduce expenses, and if driven to it he must employ fewer 
persons or otherwise contribute to make the situation worse 
for everybody. 

Perhaps the worst feature of the law as it stands is the 
inequality of the load. A disguised tax on the lower income 
tax group bears hardest on the younger workers at the ex- 
pense of the well-to-do. Nothing is done for those at 
present unemployed, little for those who will be unemployed 
in\ the years before old age comes. It takes no account of 
varying needs brought by the size of families. For wives and 
children it brings no help beyond repayment of what the 
insured man has paid in before his death, if that takes place 
before the age of 65. It takes no account of differences in 
need brought about by climate or by residence in city, suburb, 
or rural community. In short, it ignores all differences in 
need. 

This program was set up against the advice of nearly all 
the experts in the field concerned. Their views were brushed 
aside because of the wish of the financial powers in the 
present Administration to raise money for Government ad- 
vantage, to lessen the need for more borrowing, perhaps even 
to reduce the public debt. They found a way to make the 
poorer half of the people contribute, to put more of the load 
on the weaker shoulders. 

I cannot believe that acting independently for a benevolent 
purpose Congress would understandingly twist a humani- 
tarian program into a mercenary device for raising money 
with which to pay running expenses or debts. Furthermore, 
in general all taxes should as nearly as possible fall equally 
on all the people, with capacity to make sacrifice as the pri- 
mary consideration. This tax does not meet with that 
fundamental of taxation. Another evil in it is that it is a 
hidden tax. Not one in a thousand paying it will know 
it is being paid or understand its purpose. ‘That alone 
should condemn it. As a matter of insurance pure and simple 
something might be said in defense of its inequalities and 
omissions, but as a matter of taxation not a plea can be made 
other than the very practical saying of Colbert, the French 
financier, to the effect that the science of taxation is to pluck 
the \goose so as to get the most feathers with the least 
squawking. In this respect the Administration schemers 
surely achieved remarkable success when they assured the 
Treasury forty-seven thousand million dollars as a rake-off 
in giving aged wage-earners each a few hundred dollars every 
year until they died. 
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I leave it to you to say whether or not I have given sound 
reasons why the whole program should be reconsidered, why 
the experience of other countries should be given more atten- 





tion and and our own of two years taken into account. 
not fairness and prudence demand this in order that we may 
do evenhanded justice for the common good? 


Do 


Hidden Taxes 


THE EASY WAY OF FOOLING THE PEOPLE 
By MORRIS S. TREMAINE, Comptroller of the State of New York 


Broadcast over Station WMCA, New 


WANT to tell you tonight a bed-time story of some- 

thing that should be of interest to every man, woman 

and child in the country. This concerns all of you be- 
cause it tells where a considerable amount of your money 
goes that you may or may not know about. 

The cost of everything you buy is made up in part of 
taxes. ‘They comprise a much larger amount than you would 
ordinarily believe. ‘The heaviest tax you pay is the tax you 
don’t see. When you buy toys for your children, or food for 
your family, there is an item of tax woven into the cost of 
these things that raises the price. 

‘Take a pair of shoes for instance. The cattle man figures 
in, as part of his cost, his income tax; then the tanner figures 
something; then the leather finisher figures something; then 
the wholesale leather merchant; then the shoe manufacturer, 
the wholesale shoe man; the retail merchant. They all put 
in some part of their income tax as part of the cost, and they 
all add on a little more as a margin of safety. So you sec 
the income tax for each one of these five or six companies 
is woven into the cost of your shoes, but you don’t see it 
because it does not appear as tax in the price. 

Therefore, we would all be better off if we had 
tax, similar to a sales tax. Then we would know what we 
are paying for taxes. They would only be figured once and 
would be spread over so many people, the cost would prob- 
ably not be nearly as heavy on the consumer. It is, therefore, 
obvious that the hidden tax is the easy way of fooling the 
poorer people. 

The way to change this is to appeal to your legislator or 
representative, whether he be in the State Legislature or in 
the national Congress, to give us a more direct tax, to the 
end that it be more evenly spread and the consumer would 
not have to stand such a heavy burden. Then, too, the cost 
of goods of all kinds, whether they be toys, or food, or 
boots or family necessities, would be lower, and we could 
all have more things, more clothes, better food, and even 
more amusements. In other words, our earnings would buy 
more. 

Under the present tax plan, where we try to put all the 
tax on the rich man, we only succeed in raising the price of 
goods, curtailing operations of business, causing the loss of 
jobs and the loss of opportunity for our young men, because 
no one, whether he be rich or poor, is encouraged without 
some sort of incentive to gain either more money or a better 
living. 

Then, under our present plan, we do not collect 
enough dollars to pay the expenses of government, and gov- 
ernments are just like individuals. When a government spends 
more than it takes in in taxes, it is like an individual who 
spends more than he earns, and pretty soon he becomes a 
charge on the rest of us, either through taxes or charity, 


a direct 


too, 


and eventually we have to pay for his support. 
As the cost of government grows, even the small amount 
must necessarily grow less because 


it pays out for relief, 
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there are fewer jobs and fewer people to pay the expenses of 
government. 

In these past few years, we have been fortunate in enjoy- 
ing a low interest rate for money, so that the interest cost 
has not been heavy. But no one knows when it may increase 
to a tremendous burden and add perhaps another billion 
dollars, or perhaps more, to our tax bill. But, on the other 
hand, this low interest rate curtails the income of many peo- 
ple who had money in savings banks and other forms of in- 
vestment, so that this low money rate is not a clear gain to 
all of the people in this cost of government. 

The consumer pays the heaviest share, and we must re- 
member that the consumers, in the main, spend nearly all 
they earn because they are the great mass of people and use 
so much more than the large earners, both in the aggregate 
and in proportion. 

I am making this appeal on the part of the great mass of 
people, including the under-privileged workers, and those in 
the lower wage class. 

You need have no brief for the rich men and big corpora- 
tions, but you do know that when they are over-burdened 
with taxes they necessarily curtail their operations, and this 
decreases the number of jobs, tends to decrease wages, and 
certainly throws many out of employment, so that the great 
mass of people have to live on little or nothing and have to 
rob their children of opportunity. 

You may make this story perfectly clear to yourselves if 
you just think what you would do if you were in the other 
person’s position. Possibly you have a big factory or a little 
candy shop; you cannot get enough business to pay your rent 
in the one instance, or labor in the other. Wouldn’t you 
wind up your business and save what little you have? 
That is exactly what does happen when businessmen lose 
their opportunity, when the incentive for them to earn, em- 
ploy and spend, is gone. 

Let us take a single example of the estate of a prominent 
citizen and sportsman who died recently. More than 70 
per cent of that estate will be paid to the governments at 
Washington and Albany, and this of course, may curtail 
the operations of the businesses he had been engaged in. His 
estate may have to drop some of its employees. At any rate, 
it may reduce the operations of the large number of businesses 
in which were employed thousands of men. 

The natural question is—how are we going to improve 
this situation? Of course, the only way is to do what every 
red-blooded American would normally want to do, if we were 
not misled by false arguments, and that is to play fair with 
everyone and encourage those who are engaged in commercial 
enterprises, whether it be in the railroad or transportation 
field, or manufacturing automobiles, toys, war material or 
whatnot; encourage those who control the large businesses 
to expand, employ more people and reduce the cost of their 
goods to the consumer by increased production. 

Let us take the automobile for example. It is only because 
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the big automobile companies make so many automobiles that 
we are able to buy a new car giving us good transportation 
for $500 or $600, whereas in other countries, this same type 
of car costs anywhere from 30 per cent to 100 per cent more 
than in the United States. That is the reason why we Amer- 
icans own most of the automobiles in the world. 

So, if we think along the line of being fair to the rich as 
well as the poor, we are really helping ourselves because, 
after the rich man earns his normal living, food, clothing and 
shelter, all he can do with his money is to use it to make 
jobs for the benefit of someone else. If he accumulates a lot 
of money and buys bonds, those bonds are sold to raise money 
to build roads, to build schools, railroads, new factories, and 
all sorts of other equipment, that make more jobs, and bring 
about a better standard of living. 

This little bed-time story I have been trying to tell you 
should remind you to write your congressman and your leg- 
islator to be fair when he votes for a tax bill, and keep in 
mind that by encouraging business, he is making jobs, he is 


making opportunity for the wage-earner, and the wage- 
earner in turn will have a better standard of living, have 
more money with which to educate his children and give 
better food and shelter to his family. 

This may all seem simple, and you may wonder why it is 
not done, but the reason is that the people themselves do not 
demand it of their representatives in the legislative halls. 
Perhaps some people will not agree that this plan is desirable, 
but the fact remains that when we had fairer, more moderate 
and more evenly divided taxes, the tax bill was lower and 
we had a far greater number of people employed and a far 
smaller number depending on the charity of the government. 

In conclusion, let me urge that it should be the object of 
the government to cause business to create and develop the 
greatest possible amount of production, both from the point 
of view of revenue in the form of taxes, for the benefit of 
the working man in the form of wages, for the farmer in 
the form of more customers for his crops, and for a higher 
and happier standard of living for all the people. 


Vocational Studies 


A LOT OF NONSENSE PREVAILS 


By HENRY NOBLE MAC CRACKEN, President, Vassar College 
Over Station WOR, January 26, 1939 


HAT is all this nonsense about vocational studies? 

Why do university presidents from one end of the 

land to the other denounce vocationalism as the 
greatest curse of American education, when all the time every 
university in the country maintains a vocational bureau? 
Why do college students throughout this broad land listen 
dutifully to all this abuse of vocational education, and then 
quietly sit about securing a vocational education from the 
college which they attend? Why should a subject be despised 
merely because it is useful ? 

Why should a student be called not a student because he 
chooses to study what seems to be of advantage to him? 
Why in every other field of human activity is the goal of 
utility stressed while in education it seems to be held in 
contempt? 

The answer to these questions lies in part in the monopoly 
which the intellectuals have gained over secondary and higher 
education. It is somewhat as though you lived in New 
York and wanted to live in the tropics, and one company 
had a monopoly of the traffic to the tropics and insisted on 
selling you eskimo clothing as a part of your equipment for 
living in the tropics. 

College and university theorists are to a great extent in- 
dependent not only of the students whom they teach, but of 
the market where the students’ services are in demand. 
Hence they conduct their work very often with little regard 
for the real needs of the individual. 

Under such circumstances, no one can blame the student 
if he hunts up for himself what he finds to be useful in the 
educational enterprise, and adapts it to his own purpose re- 
gardless of the denunciations of the professor. It is the old 
story of buyer and seller, and the old legal phrase of “Let 
the buyer beware.” In the long run, the interest of the 
consumer loses out, and the consumer gets the worst end of 
every deal. 

lt was not always so. In mediaeval times, especially in 
southern Europe, the universities were composed of students, 
not of teachers. Students employed their teachers and dis- 
missed them at will. Teachers taught what the students 
wanted them to teach, and the students saw that they taught 





strictly vocational subjects. ‘Throughout these universities 
of northern Italy and southern France law was the subject 
chiefly taught, because a knowledge of law was absolutely 
essential to any white-collar job. The church had a monop- 
oly of most of these, and therefore church law was taught 
in its greatest extent, and the Roman law after it. 

The universities of northern Europe were founded by 
men who sought to divert the traffic of students from the 
southern countries to their own cities. They succeeded in 
stemming the tide of student migration, and controlled the 
university course of study. Although in many universities 
they continued to teach law, because it was in the greatest 
demand, their sympathies were rather with the church than 
with the students, and they tried to make theology, the 
church study, the chief of all university courses. Only in 
Paris, however, were they successful. For the most part, in 
the north, as well as in the south, the study of law remained 
the principal study, and this for a strictly vocational purpose. 

Next after law was the reading and writing of Latin, be- 
cause the textbooks were in that subject, and most business 
transacted in it. Again a strictly vocational subject became 
one of the chief subjects of the curriculum. Music and 
astronomy, geometry and arithmetic, were included in the 
lower cirruculum very largely because of their vocational 
values, and not for research in pure knowledge. In the 
highest schools, of course, a few brave souls went on to the 
study of philosophy, but even here it was chiefly because 
such training might lead to higher offices in the church. In 
the same way today, a student might study Latin in order 
to become a professor of Latin. 

Throughout the whole period of the Middle Ages, no one 
ever heard of vocationalism. It was taken for granted that 
subjects that were studied were studied because they were 
useful, and for no other purpose whatever. 

It was only after Latin had ceased to be useful that 
teachers began to invent other reasons for studying it. It 
was then found that it was hard, and that it was good for 
you, because it was hard, not because if was useful. It was 
found to help you to train your mind, to refine your taste, 
to increase your knowledge of words. None of these reasons 
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existed in a time when Latin was the universal subject stud- 
ied, but only after its use had become questionable. 

There is another reason for this conflict in the American 
theory of education. Professors always tend to become de- 
fenders of their subject. They have less of the student who 
employs them than of the discipline, or branch of learning, 
with which they have identified themselves. It is natural to 
their interest to defend their subject matter, since their sub- 
ject matter is their stock in trade. To it, they have given the 
best years of their lives, and to it they are therefore true. 

If they defended it merely from this point of view, they 
would be entirely justified, but unfortunately professors tend 
to rationalize in defense of their subject, inventing reasons 
for defending it, which are not real reasons, although perhaps 
they are not conscious of it. Students often see very clearly 
through such defenses, and choose their subjects without re- 
gard to such specious arguments. 

In the eighteenth century, the way to become a gentleman 
was to go through Oxford or Cambridge, although the sub- 
jects of instruction at Oxford and Cambridge had nothing 
to do with being a gentleman. The education had very little 
relation to life in any way, but it was essential and the 
students endured it. Naturally, they despised it, and, nat- 
urally, education sank to the lowest level. Only when in the 
nineteenth century education began again to have some sem- 
blance of reality and to be closely related to general life in- 
terests, did students come to have a real love for education 
and for the institution which gave it to them. 

It is just as natural for students choosing their studies to 
think in terms of the usefulness of the subject as it is for 
professors who teach the subject to think of it in terms of its 
value as training. President Hutchins, of Chicago, will con- 
tinue to tell his students that the purpose of a university is to 
train its students to think, and students will continue to 
attend the University of Chicago and to choose economics, 
because a knowledge of economics is useful to a businessman. 

Just as Latin in the Middle Ages was the most universally 
studied subject, because a knowledge of reading and writing 
was most helpful, so in the modern college English is the 
largest department, because a knowledge of reading and writ- 
ing is the most generally useful knowledge a man can have. 
Is there anything contradictory between the position of Pres- 
ident Hutchins and that of his students? Personally, I think 
there is none, but I do not think it is difficult to resolve this 
apparent paradox. 

Let the professor continue to teach his subject for all there 
is in it, as the only subject in the world, as the best subject 
in the world, as an end in itself. Let the student, on the 
other hand, if he chooses to do so, elect this subject because 
a knowledge of it is going to be useful to him in after life. 
The professor will teach it, because he loves it, and the stu- 
dent will study it, because he wants it. What harm is done? 
There is no real conflict between abstract principles and con- 
crete situations. Abstract principles are the generalized descrip- 
tions of the classes into which file the concrete situations. 

Individual students choosing subjects for their own pur- 
poses will, in the course of their studies acquire the art of 
thinking if they are well taught. They will gain a reverence 
for the subject, they will admire the spirit of research which 
has made their subject so broad and so profound. All these 
are the incidental by-products of education and are highly 
desirable. In modern manufacture, the by-products are often 
more valuable than the end product, but if the manufacturer 
did not have the end product in mind, he would never dis- 
cover the by-products. Thus, the very goals which the pro- 
fessor sets before the student as the real purpose of a college 
are gained by the student who is most ambitious to do well 
in his particular subject. 


No subject ever hurt a student because it was vocational. 
It may have injured him because it was badly taught. It 
may have done him harm because it was taught on false prin- 
ciples, but the fact that it is useful to him is really his own 
business, and not at all the concern of his professor. <A 
student is under no obligation to explain to a university 
which displays its courses the concrete reasons of his choice. 
It has a right to exact from him a complete understanding 
and devotion to the methods and means of instruction, and 
a loyalty to its principles. Further than this it should not 
go in dictating the choice of a student. 

There are two ways of looking at subject matter also. 
A study may be regarded as high in college if its pursuit 
leads to generalizations with broader and broader applica- 
tion. The further one goes in pure physics, the nearer one 
approaches the testing of the ultimate laws. The further 
one goes in mathematics, the nearer one comes to the general 
bases of mathematical theory. All literary studies tend to 
approach a point in finity which may be called the point of 
philosophy. At this point, the subject is considered in its 
most general aspects. ‘This is one method of looking at 
knowledge, but another method, and a much more common 
one is to look at knowledge merely as an approach to a job. 

One begins in a law school with a general consideration 
of law, and goes on in the upper years to the particular 
branches of law, a knowledge of which is necessary to pass 
the bar examinations. In recent years, there has been a 
reaction against this kind of education, and in the law and 
medical schools there is a tendency now to insist that the 
broader aspects of law and medicine should be the concern 
of the student in the higher courses, so that he leaves the 
law or medical school not merely with a knowledge of its 
particular branches, but also knows something of why the 
subject exists, and the nature of its service to mankind. 

If this tendency is carried further, it seems to me that all 
objection to vocationalism will disappear. It is not because 
vocationalism as such is a bad thing, but because it has been 
wrongly interpreted. It has been assumed that the best 
businessman will be the man who is trained up to the minute 
for the exact job at which he is to start. This is not true. 
The best businessman is the man who understands best the 
principles of business and who while possessing a knowledge 
of the more elementary techniques is able to go forward to 
positions of greater responsibility, because of his broader 
training. Both kinds of training are strictly vocational, 
but the one is short sighted, and the other is far sighted. 

It is the most natural thing in the world that students 
should have as their chief concern the immediate problem of 
self-support. Many of them are not able to meet the actual 
costs of their education. They must look around them for 
scholarships to assist them. They must ask the community 
to finance them in building up their social value, just as a 
Chamber of Commerce helps a manufacturer by asgisting 
him to borrow money in order to build his factory, because 
the employment of many men is an asset to any city. Schol- 
arships repay the investment of the community in youth, and 
are repaid many times over in the ultimate value to the com- 
munity which scholars possess. One cannot blame the stu- 
dent if he concerns himself with such daily needs as the means 
of subsistence. It is foolish, as well as futile, for the pro- 
fessor to condemn the student because he has this point of 
view. But it is also the right of the professor and his duty 
as well to teach his subject without particular regard to 
these considerations. If the student is to get the best and the 
most out of his study, it is because the professor has removed 
that study from all considerations except the best way to 
acquire it. If the teacher really loves his subject, the student 
will learn to emulate his teacher in a similar love. 
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